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FOREWORD 


HE PRESENT bulletin, the fourth in the series of summaries of state 

tax legislation affecting school revenues, completes a twenty-year period. 

It is symbolic of the Association’s long-time research studies which sup- 
plement the cross-sectional investigations of current events. 


The years 1929-1933—covered by the first survey in this series—were a 
time of general economic distress. Many school systems had been curtailed 
and thousands of teachers were often unpaid. State tax legislation at that 
time sought primarily to relieve the effect of declining local property values 
and the losses from tax delinquency. 


The second survey of 1934-1938 reviewed a period of both economic and 
governmental adjustment. Strenuous efforts to place school revenues upon a 
sound footing were constantly confronted with the demands for new govern- 
mental attention to unemployment, relief, and welfare. Slowly school condi- 
tions improved as the varied demands upon government were met and as 
state governments reinforced the previously inadequate sources of school 
support. 


The years 1939-1943, covered by the third summary, were ones of general 
optimism. Widespread economic prosperity, combined with broadened state 
tax programs, produced sufficient funds for the established public services. 
Most states, in fact, curtailed their taxes or restrained their legislative pro- 
grams so as to give the federal government greater freedom during the war 
years. Unfortunately, however, state governments, failing to appreciate the 
rapidly rising costs and the competition for manpower, lagged in giving in- 
creased state aid and thereby contributed to the loss of many competent 
teachers and the accumulation of deficits in school maintenance and con- 
struction. 


The years covered by the present bulletin—-1944-1948—have been a time 
of adjustment under continuing inflationary conditions. To meet the demands, 
state governments have sought for both higher productivity and greater flexi- 
bility in their tax structures. Continuing economic prosperity has made for 
large revenue receipts. Flexibility has been obtained by the removal of ear- 
marking. The effect of legislation during the years from 1944 thru 1948 is 
still not fully known. While state appropriations to schools have increased 
substantially, the 1948 tax dollar does not buy what it did in 1938. Also, the 
rapidly expanding enrolments may have absorbed most of the gains expected 
from additional state revenues. The present survey provides a basis for further 
exploration of these questions. 


Wiiarp E, Givens, Executive Secretary, 
National Education Association. 











postwa' 
This 
nflatio! 
$182,4 
400,001 
which 
vear | 
1948. 
trom . 
000,00: 
In | 
by bot 
from § 
485.00 
To 
nues W 
practic 
collect 
384,00 
1948. 
pered, 
revenu 
revenu 
the ea 
the lo 
The 
in this 
flexibi 
revent 
needs 


1T 
Affectiny 


2U 
8U 
‘U 

5. 


l, p 


5 Fi 
Statistic 
expense, 
schools 








I. Introduction 


This RESEARCH BULLETIN is the result 
of a five-year survey of changes in state revenue 
laws as they affect public-school revenues from 
ate sources. Previous RESEARCH BULLETINS 
have been published which reviewed this type 
of legislation over five-year periods.’ The pres- 
ent bulletin is the fourth in this series and 
rounds out a full two decades of study. 

The period with which the present bulletin 
deals includes the five years 1944 thru 1948. 
Roughly, it includes the last two years of 
World War II and the first three years of 
postwar reconstruction. 

This was a period in which all trends were 
nflationary. The national income rose from 
$182,400,000,000 in 1944 to a peak of $224,- 
400,000,000 in 1948.* The cost-of-living index 
which stood at an average of 125.5 for the 
vear 1944 had risen to 171.4 in December 
1948.° All state government costs increased 
from $5,929,000,000 in 1944 to $10,400,- 
000,000 in 1948, or about 75 percent.* 

In the public schools total expenditures 
by both state and local governments rose 
from $2,452,581,000 in 1943-44 to $3,401.- 
485,000 in 1946-47.5 

To meet these rising costs more state reve- 
nues were necessary. Fortunately the yield of 
practically all state taxes increased. Total tax 
collections rose almost 45 percent from $5,- 
384,000,000 in 1944 to $7,791,000,000 in 
1948. The states were to some extent ham- 
pered, however, in providing for increased 
revenues by efforts to satisfy the more urgent 
revenue needs of the federal government during 
the early part of the five-year period, and of 
the local governments thruout the period. 

The greatest need of state revenue systems 
in this period, aside from high productivity, was 
flexibility. It was necessary not only to have 
revenues adequate for meeting total budgetary 
needs but to have them readily available for 


_ +The preceding bulletin of this series was: National 
Affecting School Revenues, 1939-1943.’’ Research Bulletin 22 
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83-126 


use at points in the state fiscal structure where 
One of the 


pressing demands was for increased aid to local 


the needs were greatest. most 


governments for schools and other purposes. 
Provisions for allocating proceeds of specific 
taxes for specifically named purposes tended 
to destroy the flexibility required in state 


revenues and many states repealed such laws. 


Scope of the Bulletin 


The scope of the present bulletin is narrower 
in some respects, wider in others, than that of 
its predecessors in this series. Tax legislation 
reviewed in this bulletin relates to state taxes 
only. It is further limited to legislation which 
affected those taxes, some part of whose pro 
ceeds was specifically allocated for the benefit 
of the public schools. Preceding bulletins of 
this included all 
state taxes, the proceeds of which contributed 


series legislation affecting 
to school support thru general funds of the 
state but the volume of this legislation became 
so large, as a result of the tendency to abandon 
the practice of earmarking special tax proceeds 
for schools, that it could no longer be satisfac 
torily treated in a bulletin of this size. 

Two new sections have been added to this 
bulletin which were not included in others of 
this series. One of these reviews legislation 
passed during the five-year period relating to 
funds. 


school lands and school 


There has been a growing recognition in recent 


permanent 


years of the importance of these problems. 

Another section discusses the increasing im 
portance of appropriations made by state legis 
latures for the support of schools from state 
general funds. This subject has 
treated in the foregoing bulletins of this series. 


not been 


Section V presents briefly some conclusions on 


school revenue trends drawn from the data 


presented in sections II, III, and IV. 


A ssc iation, Researi h Division state Tax Legislation 


October 1944 


*U. S. Department of Commerce. Survey of Current Business. February 1949, p. 10 


*U. S. Department of Labor. Monthly Labor Review 
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expense, capital outlays, and interest for all public schools 
schools and capital outlays and interest for all public schools 


[7 


May 1949 
*U. S. Department of Commerce, Bureau of the Census. Summary of State Government Finances in 1948 


5. 

5 Federal Security Agency, Office of Education. Statistics of State School Systems, 1943-44. Chapter II, Table 1, p. 15 
Statistics of State School Systems, 1946-47. Circular No. 255. February 1949 
Figure 
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Table 5, p. 7. Figure for 1944 


for 1946-47 includes current expense for full-time 
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II. Allocated Taxes 


State tax legislation enacted in the years 
1944 thru 1948 was largely of four general 
types. First, perhaps the greatest number of 
laws was enacted for purposes of improving 
the administration of existing laws, clarifying 
provisions and closing loopholes, strengthening,» 
provisions for enforcement, and revising pen- 
alties for noncompliance. Second, many states 
diverted to state general funds proceeds of taxes 
which were formerly allocated to special state 
funds (including school funds), or for special 
state purposes (including aid for the support 
of public schools). Third, a considerable 
amount of legislation sought to make adjust- 
ments of problems growing out of federal-state, 
interstate, and state-local relationships. Fourth, 
the states continued to pass laws extending or 
revising exemptions to veterans and their de- 
pendents. New taxes enacted were most fre- 
quently in the nature of excise taxes. General 
sales, severance, and tobacco tax laws showed 
the greatest gains. 

Only three states—Alabama, Michigan, and 
Tennessee—enacted, and one state—Wyoming 
—authorized laws newly allocating the pro- 
ceeds of specific state taxes for school support 
purposes during the five-year period to which 
this bulletin relates. On the other hand, as 
many as fifteen states’ repealed one or more 
laws which allocated some part of their pro- 
ceeds for school purposes or credited the tax 
proceeds, formerly so allocated, to state general 
funds. 

Complete figures are not available for any 
one year, but it can be roughly estimated on 
the basis of incomplete figures for the school 
years 1946-47 and 1947-482 that earmarked 
tax proceeds are now contributing about a 
fourth of total state school revenues as com- 
pared with something less than a third in 
1941-42. 

Fourteen states still derive more than half 
of their school revenue from state sources from 
allocated tax proceeds. 

The legislation reviewed in the following 
pages of this section relates to state taxes which, 
in the years 1944 thru 1948, were making some 
contribution to state school revenues thru the 








specific allocation or earmarking for scho, 
purposes of some part of their proceeds. “A)), 
cation or earmarking for school purposes,” 
used here, includes the earmarking of 
proceeds for special funds from which star 
money is distributed to the schools even tho th. 
stated purposes for which the funds wer 
created do not include financial aid for schools 


‘and even tho local taxing units other tha, 


local-school units benefit from the distribution 
on a like basis. An example of this type of 
earmarking is provided by the crediting of 
state tax proceeds to property tax relief funds 
for distribution to local taxing units, including 
school taxing units, as an offset against local 
property levies. 

Legislation affecting state taxes only, js re- 
ported in this section. Changes in local tax laws 
are considered to be outside the scope of this 
bulletin. 

Some changes have been made between this 
and previous bulletins of the series in the or- 
ganization of the material presented in this 
section. Miscellaneous excise taxes and mis 
cellaneous license taxes are included in the 
same subsection, whereas formerly taxes of 
these types were treated separately. These tw: 
dissimilar types of taxes are treated together 
in this bulletin partly because they are fre 
quently imposed by the same act and partly for 
purposes of saving space. Since few states now 
allocate these taxes for school purposes, the 
volume of legislation of this type to be reported 
is correspondingly small. The present bulletin 
includes in this section legislation affecting pol! 
taxes earmarked for educational purposes in 
two states. Changes in laws imposing schoo! 
poll taxes were omitted from the preceding 
bulletin of this series in 1944. 

With these changes the following types of 
taxes are treated below in the order named: 

Net income taxes (Section A)—Taxes on 
both personal and corporation net incomes. 
Corporation income taxes include corporation 
excise and franchise taxes measured by net 
income. 

Inheritance, estate, and gift taxes (Section 
B)—Taxes applied usually at progressive rates 


1 Alabama, California, Colorado, Florida, Iowa, Louisiana, Maine, Minnesota, Nevada, New Jersey, New Mexico, Okla- 


homa, South Carolina, Texas, and Washington. 


® Data reported in NEA Research Division. School Finance Systems. (A continually revised series of summaries of the sour 


and allotment of state school funds.) (Planographed.) 
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7... the value of entire estates or of transfers to 
Bseparate beneficiaries. Rates of inheritance taxes 

are commonly differentiated with respect to 
Behe degree of relationship between decedent 
©; donor and beneficiary. 

General sales and use taxes (Section C) 
¢ Taxes on gross income or ‘gross receipts from 
Bales of goods and services, or on the wholesale 
or retail selling price, usually at proportional 
2 and sometimes classified rates. Taxes on the 
© ise, storage, and consumption of tangible per- 

sonal property, measured similarly, are also 
included. 

» Alcoholic beverage taxes (Section D)—Ex- 
S ise taxes on the sale, use, storage, and con- 
3 sumption of spirituous, malt, and vinous bever- 
5 aces; also license fees imposed for the privilege 

of engaging in the manufacture and sale of such 
© beverages. 

Tobacco taxes (Section E)—vTaxes on sales 

S of, and license fees imposed for the privilege 
of engaging in the business of selling cigarettes 
and other tobacco products. 

Motor fuel and motor vehicle taxes (Section 
F)—Taxes on sales of gasoline and other fuels 
used in propelling motor vehicles on highways. 
Taxes on sales of motor vehicles, motor ve- 
hicle registration fees, drivers’ licenses, and 
any other taxes on motor vehicles, on whatever 
basis levied, are also included. 

Severance taxes (Section G)—Taxes on the 
privilege of severing natural resources from the 
soil or water usually levied at proportional 


rates on the gross or market value of the prod 
uct, or the gross receipts from production. 
H) 


retail 


Chain-store taxes (Section Taxes on 


one or more stores or other establish 
ments operated within the state by the same 
owners and usually levied in the form of gradu 
ated license fees based on the number of stores. 

Miscellaneous excises and licenses (Section 
I )—Excise taxes under this head include taxes 
not dealt with in other sections of this bulletin, 
on the sale, use, storage, or consumption ol! 
specific commodities or services. 

Miscellaneous license taxes included in this 
section are taxes not covered by other sections 
of this bulletin, imposed singly or annually in 
fixed amounts for the privilege of engaging in 
specific occupations, businesses, or activities. 
Taxes on 


this 


Corporation taxes (Section J) 
corporations not elsewhere included in 
bulletin, for example, those measured by capital 
stock, gross receipts, or the value of the corpo- 
rate franchise, and including taxes on public 
utilities, banks and other financial institutions, 
and insurance companies. 

Poll taxes K)- 


fixed amounts directly on persons of one ot 


(Section Taxes levied in 
both sexes and of specified ages. 

Property taxes (Section L)—Taxes applied 
at proportional rates on the value of real or 
tangible personal property and some classes 
of intangible property. Rates may be general 
on all classes of property or classified according 
to the type of property taxed. 


TABLE 1.—STATE TAX COLLECTIONS, 1944 AND 1948° 





Type of tax 


1044 


Percent 
distribution 


Percent 
change 
1944 to 

1948 


Amount 
1944 1948 





2 


4 6 








Individual income 

Corporation income 

General sales» and use ae 
Alcoholic beverage sales and use 
Tobacco sales and use 

Motor vehicle fuel sales , 
Motor vehicle license and privilege 
Miscellaneous sales and use. . ; 
Miscellaneous license and privilege 


267 


247, 


$316,000, 
446 ,000, 
721,000, 
,000, 
160,000, 
685 ,000, 
394 ,000, 
323 ,000, 
293 ,000, 
000, 
.319 000, 
213,000 


$5 , 384 ,000 ,000 


$499 ,000 ,000 57 .9% 
585 ,000 ,000 31.2 
479 ,000 ,000 105.1 
426 ,000 ,000 59.6 
339 000 .000 111.9 
260 ,000 ,000 83.9 
593 ,000 ,000 50.5 
542 ,000 ,000 67.8 
387 ,000 ,000 32.1 

279 ,000 ,000 13.0 ) 3.6 

059 ,000 ,000 —19.7 
343 ,000 ,000 61.0 


,000 4.4 


100.0% 


$7 .791 ,000 ,000 144.7%, 100 








Source: U. S. Department of Commerce, Bureau of the Census. Summary of State Government Finances in 1948. G-SF48-No 


1. Washington, D. C.: the Department, May 1949. Table 1, p. 5. 


* Fiscal years 1944 and 1948. 


» The term “sales taxes’ as used in this table includes taxes based on gross receipts or gross income from sales and other 
transfers of goods and services, as well as taxes based on the value or volume of such sales or transfers 


* Includes inheritance, estate, and gift; severance; many types of corporation: and other taxes 
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A. Net Income Taxes 


The list of states taxing the net income of 
individuals or corporations, or both, was the 
same in 1948 as in 1943. No state was added 
to this list nor did any state repeal its income 
tax law outright between these two years. The 
number of income taxing states is thirty-six, 
but this number includes some states whose 
income tax laws are of limited application. 
In New Hampshire and Ohio individuals pay 
a tax on their income from intangibles only. 
The South Dakota tax applies only to the net 
income of banks and financial corporations. 
These states are sometimes excluded from the 
count of income taxing states, as is Tennessee 
also, when states taxing personal income are 
counted. Tennessee taxes both personal and 
corporate income, but under separate laws, 
and the personal income tax in Tennessee, like 
that in Ohio and New Hampshire, applies only 
to the net income from certain types of in- 
tangibles. 

Of the thirty-six income taxing states, 
twenty-nine states tax both personal and cor- 
porate income, four states tax only the income 
of corporations and unincorporated businesses, 
and three states tax individual incomes only. 

While the number of states imposing income 
taxes did not change in the five-year period 
covered by this bulletin, the amount of revenue 
derived from these taxes increased and their 
relative importance as a source of total state 
tax revenue declined slightly. In 1944 state 
income tax collections amounted to $762,- 
000,000. In 1948 income tax collections had 
risen to $1,084,000,000. The percent of total 
state tax collections provided by taxes on net 
income dropped from 14.3 to 13.9 percent 
during the same period.’ 

During the period of this study there was a 
net reduction of three, from twelve to nine, in 
the number of states which set aside some part 
of their income tax collections for the benefit 
of the public schools. Four states—Arkansas in 
1945 and Colorado, Iewa,* and South Carolina 

in 1947—diverted income tax revenues from 
school funds or other special funds in which 
the schools shared to general funds of the state 
treasuries. On the other hand, one state— 


















































Alabama—passed legislation in 194 
earmarking surplus income tax reve 
schools and higher educational purposes. 
Changes effected in the income tax |,y 
these and other states which dedicated , , 
of their income tax revenue for state | 
aid are described in the following pages. ‘| 
legislation is, generally speaking, o{ 
types: (a) diversion of income tax proce 
from school funds and other special funds 


state general funds; (b) extension of beness. 


under state income tax laws to veterans. 
new groups of veterans and their depend 


ents; and (c) changes designed to clarify +h: 


provisions of the law and to simpli! 
strengthen their administration. There we, 
no changes in income tax rates affecting scho 
revenues. Only one state—Oregon—m 


changes in amounts of basic personal incon 
tax exemptions, altho two states—Louisian, 
and Minnesota—revised provisions of thei: 
laws relating to exemptions allowed for de 


pendents. 
Legislation by States 


Alabama—General Acts of 1945, No: 
106 and 107, provisionally repealed the require 
ment of the law for the use of surplus income 


tax revenues for the reduction of the state 

valorem levy and appropriated such surplu 
revenues, as far as necessary, for the replac 
ment of losses te state funds, including | 
public-school fund, resulting from the « 


emption of $2000 of the value of homestead: 
These changes, however, were to take effect 


only upon the adoption of an amendment t 


Article 22 of the state constitution, which the 
voters failed to ratify. Other acts of 1945 


amended the state income tax law as follows 


Act No. 34 excepted compensation for mili- 
tary service in time of war in applying the state 
income tax to compensation received from the 


U. S. government, insofar as Alabama is au 
thorized to tax such compensation; Act \. 
316 exempted from state income tax the i: 


come from trusts forming a part of a stock 
bonus, pension, or profit-sharing plan created 


} 


by an employer for the exclusive benefit of his 
employees; Act No. 317 authorized the de- 
duction from gross income by corporations 


U. S. Census Bureau. Summary of State Government Finances in 1948. Table 1, p. 5. 


Income tax proceeds in Iowa were never directly allocated for school support. Personal and corporation income and « 


were paid to a special fund known as the income, corporation, and sales tax fund for transfer to the homestead tax «ed 


att. 
: 
5 

a 


units, including school districts, received payments from this fund under the homestead ' 
against local property taxes for the exemption of homesteads. 
80] 
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m age, 


of employer contributions to employce trusts, 
subject to conditions and regulations stipu- 
lated in the law; Act No. 39 defined more 
specifically from the standpoint of relationship 
to the taxpayer the term “dependent” for 
urposes of determining personal income tax 


exemptions, omitted the requirement that a 
dependent must be under eighteen years of 


and required a person qualifying as a 
dependent to receive “more than half” of his 
support instead of his “chief support” from 
the taxpayer; Act No. 75 repealed the require- 
ment for making income tax returns under 


oath. 
General Acts of 1947, No. 367, defined 


| dividends received on stocks of domestic cor- 


porations which are exempt from income tax 
as including liquidating dividends provided 
the corporation distributing such dividends has 
paid all income taxes due to the state of Ala- 
bama, and Act No. 693 allowed individual 
income taxpayers to deduct medical expenses 
of themselves, spouses, and dependents up to 
a maximum of $1200 for single persons, or 


| $2500 for heads of families. 


House Joint Resolution No. 2, second extra 
session, 1947, proposed a constitutional amend- 
ment, ratified by the voters August 26, 1947, 
which allocated income tax proceeds in the 
state treasury on September 30, 1947, first for 
debt service as required by the constitution, and 
credited the residue to the state building com- 
mission for educational capital outlays at insti- 
tutions of higher learning (not more than 12 
percent) and in accordance with the minimum 
school program (not less than 88 percent). Be- 
ginning with October 1, 1947, all income tax 
proceeds in excess of debt service requirements 
and reimbursement for losses to state funds 
resulting from homestead tax exemptions were 
to be credited to the Alabama special educa- 
tional trust fund for use exclusively in paying 
teachers’ salaries. 


Arkansas—Act 201 of 1945 provided that 
90 percent of corporation franchise (net in- 
come) taxes formerly placed in the state gen- 
eral fund should be paid to the teachers salary 
fund for distribution to school districts, but 
Act 311 nullified the effect of this provision 
by diverting the proceeds of all state taxes, in- 
cluding corporation franchise and personal in- 
come taxes, classified by the act as “general 
revenues,” to the state apportionment fund for 


allocation on a percent basis for general state 
purposes. The first $500,000 of individual in- 
come taxes formerly went to the state charities 
fund, the next $750,000 to the state school 
equalization fund, and any balance in excess 
of $1,250,000 was applied toward reducing the 
state ad valorem levy. While the schools no 
longer share directly in state income tax pro- 
ceeds, they are assigned specific percent alloca- 
tions from the “general revenues available for 
distribution” in the state apportionment fund. 


Colorado—Laws of 1945, Chapter 138, in- 
creased the share of the schools in state income 
tax proceeds by allocating to the state school 
equalization fund 15 percent of the total re- 
maining after setting aside reserves for admin- 
istrative expenses and refunds. This was in 
addition to the 35 percent already credited to 
the “reserve for general county school funds” 
by a law of 1943 and distributed to counties; 
and cities and counties, on a school popula- 
tion basis. Other changes in the income tax law 
made by 1945 amendments included the follow- 
ing: Chapter 139 permitted persons electing 
to amortize premium payments on the pur- 
chase of bonds to deduct the amortized por- 
tion from gross income for purposes of both 
normal tax and surtax; Chapter 140 denied 
recognition of capital gains or losses of less than 
100 percent on capital assets held for not more 
than six months, or less than 50 percent, if 
held for more than six months; Chapter 141 
required taxpayers to compute gain or loss from 
depletion of property on whichever of two al- 
ternate bases would provide for the greater de- 
duction; Chapter 142 extended the applica- 
tion of the 40-percent depletion allowance 
formerly permitted to be made in computing 
income from metal mines to the mining of most 
ores and minerals; and Chapter 143 excluded 
from the definition of gross income a maximum 
of $1500 of compensation for active service in 
the armed forces and all mustering-out pay and 
payments to dependents, for taxable years be- 
ginning after December 31, 1944, and until the 
declaration of the termination of war by the 
President. 

Chapter 10 of the extra session of 1945 in- 
creased, as of July 1, 1946, the allocation of 
income tax proceeds to the state school equali- 
zation fund from 15 to 30 percent, thus mak- 
ing a total of 65 percent of income tax proceeds 
allocated for school purposes. 
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Chapter 210 of 1947, however, diverted 
to the state general fund all income tax pro- 
ceeds which hitherto had been allotted to the 
school fund. 

Iowa—Laws 1945, Chapter 44, reduced by 
50 percent the personal income tax payable in 
1945 on 1944 income, and in 1946 on 1945 
income. Chapter 134, the school equalization 
law, provided for the transfer to the state gen- 
eral fund of $1,000,000 from the income, cor- 
poration, and sales tax fund to which income 
tax proceeds were credited, and appropriated 
the same amount from the general fund to 
the school equalization fund for each year of 
the biennium, July 1, 1945, to June 30, 1947. 
Chapter 133 provided for a transfer from the 
same source to the state general fund to be 
appropriated as aid for pupil transportation. 
Chapter 189 increased from $8,500,000 to 
$10,000,000, the amount to be appropriated 
for old-age pensions from the income, corpora- 
tion, and sales tax fund before transferring 
the balance to the homestead tax credit fund. 
Until 1947, proceeds of personal and corporate 
income and sales taxes, in excess of certain 
amounts set aside for administrative purposes, 
were placed in the income, corporation, and 
sales tax fund and used first for the appropria- 
tion for old-age pensions, and then for transfer 
to the homestead tax credit fund for distribu- 
tion to local taxing units, including school 
districts, in the form of credits against local 
property taxes for the exemption of homesteads. 

Laws 1947, Chapter 230, diverted to the 
state general fund all revenues previously 
credited to the income, corporation, and sales 
tax fund; repealed the provisions of the law 
relating to the disposition of revenues in the 
income, corporation, and sales tax fund; and 
provided for appropriations from the state 
general fund for old-age assistance and for 
carrying out the provisions of the Homestead 
Tax Credit Act. 

Louisiana—Acts 1944, No. 64, provided 
for the transfer to the state public-school fund 
from income and other taxes in the property 
tax relief fund of an amount sufficient to pro- 
vide for the minimum per educable and equali- 

zation apportionments guaranteed by the state 
constitution. Act No. 158 generally revised the 


state income tax law but provisions which 
nickel aa proceeds in excess of $250,000 in 
the property tax relief fund were not changed. 


Al 


act revised the definition of gross income 


to include (a) alimony payments, (b) inter 

paid on life insurance payments withhel \, 

the insurer under agreement to pay inter 
on the amounts withheld, (c) comp: 

paid by the United States or any of its iéal 
mentalities to its employees, and (d) interes 
on obligations of the United States or any of jy 
instrumentalities ; and to exclude (a) annuitie 
in excess of 3 percent of premiums paid by +}, 
annuitant until such time as the exclude 
amounts equaled the total amount of premium, 
paid, (b) compensation up to a maximum ¢/ 
$1500 received for active service in U. S. mij. 
tary or naval forces prior to the official term. 
nation of the war, and (c) profits or incom 
derived from war contracts with the U. § 
government, its instrumentalities or agencies 
and later repaid. This act also made an excep. 





tion to the provision which limited the dedye. 
tion allowed for contributions to 15 percent 
of the taxpayer’s net income, if in the curren 
tax year and each of the preceding eight years 
the contributions made by the taxpayer, to. 
gether with income taxes paid by him, exceeded 
90 percent of his net income. It changed the 
provision which allowed a credit of $400 for 
each person between the ages of eighteen and 
twenty-one whose educational expenses during 
the year the taxpayer had paid, by omitting 
the requirement that persons for whom the 
credit was allowed must have reached the age 
of eighteen. It also eliminated the requirement 
that returns must be made under oath: post- 
poned the dates for filing returns and paying 
the tax by military or naval personnel or pris- 
oners of war absent from the country on the 
regular due dates; revised the provisions, un- 
der special conditions, for determining capital 
gain or loss; and changed the periods for ac- 
crual of interest charges on deficiencies in tax 
payments and the periods during which taxpay- 
ers could petition for a redetermination of de- 
ficiencies or file claims for credits or refunds 
on overpaid taxes. Act No. 205 of 1944 (a) re- 
stored the limitation on deductions for contri- 
butions of persons whose contributions plus 
income taxes paid in any year exceeded 90 per- 
cent of their net income; and (b) listed cost 
items which could be charged to capital or to 
expense, at the taxpayers’s option, in deter- 
mining the deduction allowed for depletion 
of oil and gas wells. 

Acts 1946, No. 191, doubled the personal 


exemptions allowed honorably discharged vet- 
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1s of World War II and restored the re- 
buirement, omitted by Act No. 158 of 1944, 
hat persons, with respect to whom the $400 
redit for educational expenses is claimed, 
sust have reached the age of eighteen years. 
ct No. 195 exempted dividends distributed 
rior to January 1, 1934 (date of first appli- 
ation of the income tax law) from income 
axation. Act No. 200 excluded gains from 
Beales or exchanges from capital assets outside 


ral 


Louisiana from gross income. Act No, 203 


extended to corporations the same allowance 
as to individuals for the deduction from gross 
income of corporations; retained the provision 
limiting such deductions to 15 percent of net 
S income; and restored the exemption (repealed 
Sin 1944) from this limitation formerly allowed 
} persons who in each year of a nine-year period 
Shad used 90 percent or more of net income 
for making contributions and paying income 
taxes. Act No. 203 also made minor changes 
in the allowance for. the deduction of taxes 
and losses from the sale or exchange of capital 
assets. 

Act No. 134 of 1948 repealed the provisions 
for making transfers to the state public- 
school fund from income and other taxes in 
the property tax relief fund. Parish school- 
boards are still reimbursed from the prop- 
erty tax relief fund for homestead tax exemp- 
tion losses. 


Massachusetts—Acts and Resolves 1945, 
Chapter 563, omitted expenditures for teach- 
ers’ salaries as one of the bases for determin- 
ing the size of the partial reimbursements 
from state income tax proceeds to towns for 
school expenditures. Prior to this amendment 
the amount of the reimbursement to a town 
for each teacher employed varied in direct 
relation to the amount of salary paid and 
the professional qualifications of the teacher. 
This amendment made the amount of the 
reimbursement dependent only upon the num- 
ber of teachers employed and their profes- 
sional qualifications. Chapter 579 required re- 
imbursements from income tax proceeds to 
towns for school expenditures to be accom- 
panied by written statements from the state 
treasurer certifying the amounts transmitted. 
Chapter 589 postponed dates for filing income 
tax returns or making income tax payments 
by persons in the military or naval service, 
or on sea duty, outside the United States. 
Chapter 625 exempted social security benefits 


from state income taxes. Chapter 735 ap 
plied the 6-percent rate on dividends of for- 
eign corporations to apply to dividerds of all 
corporations, domestic or foreign, except co 
operative banks and credit unions chartered 
by Massachusetts, state and federal savings 
and loan associations, and certain foreign cor 
porations which pay a corporation franchise 
tax measured by the value of their capital 
stock ; repealed the credit against the corpora 
tion excise (income) tax on foreign corpora 
tions equal to 5 percent of dividends paid to 
Massachusetts residents; and required the de 
duction from income tax proceeds and reten 
tion by the commonwealth of the equivalent 
to the tax on dividends of foreign corpora 
tions taxed on their capital stock, before draw 
ing on income tax proceeds for reimbursements 
to cities and towns for school expenditures. 
Acts and Resolves i946, Chapter 604, ex 
empted from the income tax the pay received 
by enlisted personnel for service in the armed 
forces in World War II and postponed the 
date for filing returns until six months after 
termination of service; provided the same 
extension of the time for filing returns for 
officers and permitted payment of income taxes 
by officers in three equal yearly instalments 
after termination of service or after termina 
tion of the war, whichever date was later. 
Acts and Resolves 1947, Chapter 485, de 
fined business expenses, deductible from gross 
income, as including payments by an employer 
to an employee pension or annuity trust; and 
exempted payments by employees to such a 
trust fund and the income of the trust fund 
itself from state income taxation. Chapter 679 
repealed the provision for reimbursement fo 
pupil transportation on a graduated percent 
basis in accordance with the average amount 
of expenditures of towns for school purposes 
per $1000 of their taxable valuation and re- 
quired the commonwealth to pay from state 
income tax proceeds the full amount of the 
cost of approved pupil transportation in excess 
of $5 per pupil in net average membership. 
Acts 1948, Chapter 643, repealed the law 
relating to reimbursements from income tax 
proceeds to towns for school expenditures and 
set up 4 new formula for state aid in support 
of a school foundation program which requires 
the distribution of an amount of income tax 
money three times as great as the total amount 


previously distributed. 
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Minnesota—Laws of 1945 and 1947 made 
extensive changes in the state income tax law, 
but continued without amendment the pro- 
visions for crediting all receipts from taxes, 
interest, and penalties to the state income tax 
school fund for distribution to schools, subject 
to legislative appropriation. Chapter 604 of 
1945 revised the definition of gross income, 
prescribed procedures for determining dedue¢- 
tions from gross income, and expanded or lim- 
ited the application of such benefits to certain 
types of taxpayers; reduced from $5000 to 


$1000 in the case of single persons and $2000 © 


in the case of married persons the amount 
of gross income which an individual may re- 
ceive without being required to file a return; 
revised the definition of “dividend” to exclude 
distributions from earnings or profits accumu- 
lated, or increases in the value of tangible prop- 
erty accrued prior to January 1, 1933; re- 
quired amounts received from the earnings of 
a child to be treated as gross income of the 
child and not of the parent and declared that 
while taxes paid on such earnings were deemed 
to be paid by the child, the parent would be 
held liable for due and unpaid taxes; disal- 
lowed one personal credit to a head of a family 
and reduced the credit to the parent for a de- 
pendent child by $1 for each $100, or major 
fraction of $100, earned by the child; ex- 
tended the exemption of the first $2000 of 


compensation received from service in the. 


armed forces of the United States to apply 
to compensation received for service in the 
armed forces of any of the United Nations 
and extended the time for paying taxes, insti- 
tuting appeals and filing claims for refunds 
on such income to the end of the period of 
service and six months thereafter; extended 
to two years after, final determination of 
amounts, or after payment of tax, the time 
for filing claims for refunds under renegotiated 
war contracts. Chapter 410 of 1945 excluded 
transportation in interstate or foreign com- 
merce by ships operating in waters declared 
international by U. S. treaty from the mean- 
ing of “business within the state” for income 
tax purposes. Chapter 413 limited the increase 
in income tax that must be paid by an indi- 
vidual due to the inclusion of “back pay” in 
his gross income for any year to the amount by 
which his taxes would have been increased 
in the years for which the back pay was at- 
tributable had this pay been included in his 






gross income for those years. Chapter +49 , 
vided for the omission from gross income ,, 
der the income tax law of “mustering-out” , 
received during the taxable year for sery;,, 
in the military or naval forces of the | yj, 
States or the United Nations. Chapter 426 ,, 
corporated definitions of “net capital vai; 
“net capital loss’ in the state income tay 4 
specifically defined long- and short-term capi 
gains, and fixed the percentage of gain | 

be taken into account in computing net incopy 
Chapter 421 abolished 1 mill of the |) 
mills state school tax, continuing only ¢ 
23/100-mill rate levied for the universin 
fund, and in lieu of the abolished |-mil! |e 
formerly allocated to the current schoo! fund 
provided for a transfer of $1.000,000 to thy 


fund from the income tax school fund {9 
each of the fiscal years ending June 30), |%4 
and June 30, 1947. This law also appropriate 
from the income tax school fund during thy 
1946-1947 biennium $12,000,000 for the a 
nual distribution to school districts on thy 


basis of $10 per census child and an additional 


$4,000,000 as deficiency and additional aid » 


.the basis of 25 cents per pupil for each mil! 


or fraction of one mill, of local district levies 

Laws 1947, Chapter 635, required refunds 
on taxes which have been deducted fron 
gross income to be included in the computa 
tion of gross income for the year in whic! 
the refunds were received, but only to the 
extent that the deduction of the refunded 
amounts had resulted in a reduction of state 
income taxes paid; imposed a minimum tax 
of $10 on every corporation required to file 
a return; cut in half the $1000 credit ayains 
net income previously allowed corporations; re 
moved the reciprocity provisions from the credit 
allowed for contributions made outside the 
state to organizations not operating within 
the state of Minnesota, thus making that credit 
determinable on the basis of the ratio of ne! 
income taxable in Minnesota to total net in 
come instead of the full amount of the con 
tributions within the limitation of 15 percent 
of net income; liberalized credits for div 
dends received by a corporation from anothe 
corporation ; limited the credit allowed inves! 
ment companies for interest and dividends pail 
to regulated investment companies, as detined 
by the U. S. Internal Revenue Code; added : 
provision to regulate the computation of ir 
or loss with respect to instalment obligation: 
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at other than their face value ; defined 

ses of determining gain or loss the 

Broperty of a building and loan association 

acquired in liquidation of a real estate mort- 

age as property held primarily for sale to 

: ustomers in the ordinary course of the tax- 

Dpayer’s business; reduced from $1000 to $500 

Ihe amount of net income which a corporation 

Syight have without incurring liability to file 
nn income tax return. 

Montana—Laws 1945, Chapter 209, 
changed the date for filing income tax returns 
by corporations reporting on a fiscal year 
hasis and increased from three to five years 
the period after the filing of the return, dur 
ing which the state may commence action to 
collect any tax deficiency. By a provision of 
the state constitution personal income and 
corporation license (net income) taxes may be 
levied with a part of the proceeds allocated 
for the public schools. At the present time 25 
percent of the proceeds of each tax is credited 
to the state public-school general fund. 

Laws 1947, Chapter 94, changed the law 
which required a corporation to pay its cor- 
poration license (net income) tax within 
eleven months after the tax becomes delin- 
quent or be suspended from doing business in 
the state, to one which requires either the 


payment of the tax or the filing of a return 


within the period specified. Chapter 165 
changed the dates for filing corporation license 
tax returns for all taxpayers whether com- 
puting their income on a calendar year basis 
or a fiscal year basis. Chapter 166 provided 
that a taxpayer who reports on a fiscal year 
basis must end his fiscal year on the last day 
of a month, and changed the definition of the 
term “‘resident”’ so as to waive the requirement 
for spending more than seven months of the 
year within the state. Chapter 167 granted 
personal income taxpayers option to compute 
their incomes on either a cash or an inventory 
and extended to real estate dealers the 
permission previously granted to persons sell- 
ing personal property on the instalment plan 
to include in their income for each year only 
that percent of the instalments actually re- 
ceived which the profits realized on the sale 
would represent of the total payments re- 
ceived when payments were completed. 
New Mexico—Laws 1945, Chapter 50, 
increased from 2 to 3 percent the part of the 
schools’ share of personal and corporation in- 


basis ; 


come taxes which is allocated to the state 


teacher retirement fund. The school equaliza 
tion fund receives 75 percent of state income 
tax revenues. 

Oregon—Laws of 1945 made 
ber of changes in the state income tax law. 
Chapters 337, 408, and 461 increased from 
$5,000,000 to $8,000,000 the amount to be 
transferred from personal and corporation in 
come tax revenues to the state school support 
fund, and provided for an additional transfe1 
from income tax revenues of an amount not to 


a large num 


exceed $10 per census child to a fund known as 
the state- and county-school fund for use in 
reducing county-school levies. Chapters 408 
and 461 limited to $5,000,000 the amount of 
the annual transfer from income tax revenues 
to the state property tax reduction fund but in 
creased the amount of this transfer from $5,- 
000,000 to $10,000,000 for each of the 
1945-46 and 1946-47, 
jection at the polls of the amendment proposed 
by Oregon Laws 1945, Chapter 317, which, 
was approved June 22, 1945. The 
317 provided 
outside 


years 


in the event of the re 


however, 
proposal submitted by Chapter 
for an additional state property levy, 
the 6-mill constitutional limitation, for each 
of the fiscal 1945-46 and 1946-47 to 
provide funds for the construction, alteration, 
and repair of buildings at state institutions 
under the administration of the state 
of control and the state board of higher edu 
cation, the levy to be oftset as other state prop 
erty taxes by transfers from state income tax 
revenues. As amended by Chapters 317, 337, 
408, and 461, state income taxes were allocated 
for the years 1945-46 and 1946-47: first, for 
the reduction of the state property levy, in- 
cluding the levy for the state elementarv-school 
fund, and the additional levy for buildings at 
state institutions; second, to provide for the 
transfer to the state school support fund ; third, 
for a transfer not to exceed $5,000,000 to the 
state property tax reduction fund for the reduc 
tion of the state levy in the next ensuing fiscal 
year; fourth, to provide for the distribution 
to counties of not more than $10 per school 
census child to offset county-school levies. In 
the event income tax revenues remaining in 
the state treasury after meeting all of the above 
requirements exceeded $5,000,000, a discount 
of 5 percent_for each $1,000,000 of such excess 
would be allowed on personal income and cor 
poration excise (net income) taxes. Chapter 


years 


board 
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Minnesota—Laws of 1945 and 1947 made 
extensive changes in the state income tax law, 
but continued without amendment the pro- 
visions for crediting all receipts from taxes, 
interest, and penalties to the state income tax 
school fund for distribution to schools, subject 
to legislative appropriation. Chapter 604 of 
1945 revised the definition of gross income, 
prescribed procedures for determining deduc- 
tions from gross income, and expanded or lim- 
ited the application of such benefits to certain 
types of taxpayers; reduced from $5000 to 
$1000 in the case of single persons and $2000 
in the case of married persons the amount 
of gross income which an individual may re- 
ceive without being required to file a return; 
revised the definition of “dividend” to exclude 
distributions from earnings or profits accumu- 
lated, or increases in the value of tangible prop- 
erty accrued prior to January 1, 1933; re- 
quired amounts received from the earnings of 
a child to be treated as gross income of the 
child and not of the parent and declared that 
while taxes paid on such earnings were deemed 
to be paid by the child, the parent would be 
held liable for due and unpaid taxes; disal- 
lowed one personal credit to a head of a family 
and reduced the credit to the parent for a de- 
pendent child by $1 for each $100, or major 
fraction of $100, earned by the child; ex- 
tended the exemption of the first $2000 of 
compensation received from service in the 
armed forces of the United States to apply 
to compensation received for service in the 
armed forces of any of the United Nations 
and extended the time for paying taxes, insti- 
tuting appeals and filing claims for refunds 
on such income to the end of the period of 
service and six months thereafter; extended 
to two years after final determination of 
amounts, or after payment of tax, the time 
for filing claims for refunds under renegotiated 
war contracts. Chapter 410 of 1945 excluded 
transportation in interstate or foreign com- 
merce by ships operating in waters declared 
international by U. S. treaty from the mean- 
ing of “business within the state” for income 
tax purposes. Chapter 413 limited the increase 
in income tax that must be paid by an indi- 
vidual due to the inclusion of “back pay” in 
his gross income for any year to the amount by 
which his taxes would have been increased 
in the years for which the back pay was at- 
tributable had this pay been included in his 





gross income for those years. Chaptey 449 
vided for the omission from gross 
der the income tax law of ‘‘musteri: 
received during the taxable year 
in the military or naval forces of the | 
States or the United Nations. Chapter 49, 
corporated definitions of “net capital vai; 
“net capital loss’ in the state incor 
specifically defined long- and short-t: 
gains, and fixed the percentage of gai: 
be taken into account in computing net j; 
Chapter 421 abolished | mill of th 
mills state school tax, continuing on b 
23/100-mill rate levied for the 
fund, and in lieu of the abolished | 
formerly allocated to the current schoo! 
provided for a transfer of $1.000,000 to ; 
fund from the income tax school 
each of the fiscal years ending June 
and June 30, 1947. This law also appropriat 
from the income tax school fund during } 
1946-1947 biennium $12,000,000 for the y 
nual distribution to school districts « . 
basis of $10 per census child and an additiop 
$4,000,000 as deficiency and additional aid 
the basis of 25 cents per pupil for each 1 
or fraction of one mill, of local district levie 
Laws 1947, Chapter 635, required refund 
on taxes which have been deducted fr 
gross income to be included in the comput 
tion of gross income for the year in whid 
the refunds were received, but only to th 
extent that the deduction of the refunded 
amounts had resulted in a reduction of stat 
income taxes paid; imposed a minimum ta 
of $10 on every corporation required to | 
a return; cut in half the $1000 credit agains 
net income previously allowed corporations; rr 
moved the reciprocity provisions from the credi 
allowed for contributions made outside th 
state to organizations not operating within 
the state of Minnesota, thus making that credi 
determinable on the basis of the ratio ot ne 
income taxable in Minnesota to total net \ 
come instead of the full amount of the con F 
tributions within the limitation of 15 perces H 
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of net income; liberalized credits for ¢ 

dends received by a corporation from anoth 
corporation ; limited the credit allowed inves 
ment companies for interest and dividends pai 
to regulated investment companies, as define’ 
by the U. S. Internal Revenue Code ; added « F 
provision to regulate the computation of i! J 
or loss with respect to instalment obliyation FT 
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+ other than their face value ; defined 
purposes of determining gain or loss the 
of a building and loan association 
jyired in liquidation of a real estate mort- 
as property held primarily for sale to 


istied a 
pe rty 


pe 


tomers in the ordinary course of the tax- 


is business; reduced from $1000 to $500 
» amount of net income which a corporation 
ght have without incurring liability to file 
income tax return. 
Montana—Laws 1945, Chapter 209, 
nged the date for filing income tax returns 
corporations reporting on a fiscal year 
sis and increased from three to five years 
period after the filing of the return, dur- 
» which the state may commence action to 
lect any tax deficiency. By a provision of 
» state constitution personal income and 
rporation license (net income) taxes may be 
ied with a part of the proceeds allocated 
r the public schools. At the present time 25 
rcent of the proceeds of each tax is credited 
the state public-school general fund. 


4 pat 1947, Chapter 94, changed the law 


hich required a corporation to pay its cor- 
pration license (met income) tax within 
even months after the tax becomes delin- 
ent or be suspended from doing business in 
e state, to one which requires either the 
ayment of the tax or the filing of a return 
rithin the period specified. Chapter 165 
hanged the dates for filing corporation license 
ax returns for all taxpayers whether com- 
uting their income on a calendar year basis 
ra fiscal year basis. Chapter 166 provided 
hat a taxpayer who reports on a fiscal year 
asis must end his fiscal year on the last day 
fa month, and changed the definition of the 
erm ‘‘resident” so as to waive the requirement 
ior spending more than seven months of the 
ear within the state. Chapter 167 granted 
rrsonal income taxpayers option to compute 
heir incomes on either a cash or an inventory 
basis; and extended to real estate dealers the 
bermission previously granted to persons sell- 
g personal property on the instalment plan 
o include in their income for each year only 
hat percent of the instalments actually re- 
eived which the profits realized on the sale 
would represent of the total payments re- 
eived when payments were completed. 


New Mexico—Laws 1945, Chapter 50, 


ncreased from 2 to 3 percent the part of the 
chools’ share of personal and corporation in- 


come taxes which is allocated to the state 
teacher retirement fund. The school equaliza 
tion fund receives 75 percent of state income 
tax revenues. 

Oregon—Laws of 1945 made a large num 
ber of changes in the state income tax law. 
Chapters 337, 408, and 461 increased from 
$5,000,000 to $8,000,000 the amount to be 
transferred from personal and corporation in 
come tax revenues to the state school support 
fund, and provided for an additional transfer 
from income tax revenues of an amount not to 
exceed $10 per census child to a fund known as 
the state- and county-school fund for use in 
reducing county-school levies. Chapters 408 
and 461 limited to $5,000,000 the amount of 
the annual transfer from income tax revenues 
to the state property tax reduction fund but in 
creased the amount of this transfer from $5,- 
000,000 to $10,000,000 for each of the years 
1945-46 and 1946-47, in the event of the re 
jection at the polls of the amendment proposed 
by Oregon Laws 1945, Chapter 317, which, 
however, was approved June 22, 1945. The 
proposal submitted by Chapter 317 provided 
for an additional state property levy, outside 
the 6-mill constitutional limitation, for each 
of the fiscal years 1945-46 and 1946-47 to 
provide funds for the construction, alteration, 
and repair of buildings at state institutions 
under the administration of the state board 
of control and the state board of higher edu- 
cation, the levy to be offset as other state prop 
erty taxes by transfers from state income tax 
revenues. As amended by Chapters 317, 337, 
408, and 461, state income taxes were allocated 
for the years 1945-46 and 1946-47: first, for 
the reduction of the state property levy, in- 
cluding the levy for the state elementary-school 
fund, and the additional levy for buildings at 
state institutions; second, to provide for the 
transfer to the state school support fund ; third, 
for a transfer not to exceed $5,000,000 to the 
state property tax reduction fund for the reduc 
tion of the state levy in the next ensuing fiscal 
year; fourth, to provide for the distribution 
to counties of not more than $10 per school 
census child to offset county-school levies. In 
the event income tax revenues remaining in 
the state treasury after meeting all of the above 
requirements exceeded $5,000,000, a discount 
of 5 percent for each $1,000,000 of such excess 
would be allowed on personal income and cor- 
poration excise (net income) taxes. Chapter 
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199 required that before computing the dis- 
count against the corporation excise tax, the 
offset allowed against that tax for personal 
property taxes paid must first be deducted. 
Chapters 240 and 241 added to the allowed 
deductions from personal and corporation gross 
income respectively, contributions or gifts to 
the United States or the state of Oregon or 
its political subdivisions for use exclusively 
for public purposes. Chapter 371 excluded 
amounts, other than annuities, received under 
a life insurance or endowment contract, 
whether paid in a lump sum or otherwise, 
from the definition of gross income subject 
to the personal income tax and provided also 
for the omission from gross income of the 
entire amount of an annuity, rather than just 
the amount in excess of 3 percent of total pre- 
miums until the sum of the omitted amounts 
exceeded the sum of premiums paid. Chapter 
411 reduced the personal exemption allowed 
personal income taxpayers from $800 to $750; 
provided for an optional standard deduction 
of $350 plus federal income tax paid on 
incomes of $5000 or more; and permitted per- 
sonal income taxpayers with incomes of $5000 
or less to compute their taxes by means of a 
table. Chapter 455 liberalized provisions for 
the deduction from personal gross income of 
contributions for religious, charitable, educa- 
tional, and scientific purposes. Chapter 299 
amended provisions of the law relating to the 
period for filing income tax returns and the 
methods of accounting to be used in making 
returns. Chapter 226 provided for refunding 
a part of excess profits taxes levied by the cor- 
poration excise tax law when profits have been 
reduced after payment of the tax by renegotia- 
tion of war contracts. 

Oregon voters in November 1946 approved 
an initiated measure which provided for off- 
setting a state tax levy, equal to $50 per school 
census child, with state income tax revenues. 
The offsetting revenues were to be transferred 
to a newly created “basic school support fund,” 
this transfer to supersede the former transfer 
to the state school support fund and also the 
state levy for the state elementary-school fund. 

The legislature of 1947 also passed a num- 
ber of amendments to the state income tax 
law but did not change provisions for the 
allocation of the proceeds. Chapter 535 in- 
creased the personal income tax rate on taxable 
income in excess of $8000 from 7 to 8 percent. 












Chapter 537 provided for withholding }, am 
ployers of 1 percent of the salary or wa, 
paid to each employee on or after January 
1948, and exempted from this provision wa», 
or salaries of less than $50 monthly. whe a 
salaries paid for active service in the milj;, 
or naval forces of the United States 

wages or salaries of nonresident employee 


of common carriers. Chapter 539 increay 


: media 
Be rst it 
hree 
in wh 
Jeficie 
quired 
the co 
Jaws 


from ' 


personal income tax exemptions for tax yeas Ae 
beginning on or after January 1, 1947, con Mi xover 
ditional upon the enactment and putting jp; sax €X 
operation of a retail sales tax law on or befon [for si 
January 1, 1948, but provided for the redy couple 
tion of exemptions in case of failure to enge: n 194 
sales tax law from $750 to $500 for singl, Sot 
individuals and from $1500 to $1000 for ma; the g 
ried couples. All single persons with net jp + acren 
comes in excess of $500 and married couple HB year | 
whose combined net income exceeds $/()() appro} 
were required to file returns. Chapter 37) Bij; th 
provided for the exemption of $3000 of the HB yinued 
compensation received for active service in the HB $5 
armed forces in tax years beginning on or MiB ¢he sti 


after July ‘, 1947. Chapter 257 allow ed for was a 


tax years beginning with January 1, 1947. the propri 
same deduction for contributions for religious, Brom 

educational, and scientific purposes under the BB revert 
corporation excise tax law as was allowed to QB ontri 
individual taxpayers under the: personal income J puting 
tax law. Corporations already had the privi rribut 
lege of making deductions for charitable pur- JBany c 
poses. Chapter 353 redefined personal gros HB erust, 
income so as to include (a) salaries, wages, or I religic 
other compensation of U. S. employees insofar BR cation 
as such compensation is not exempted by fed Act 
eral law and (b) rents from real property and J perma 
income from businesses situated outside of BBone ys 
Oregon, and so as to exclude pension or re- JB appro 
tirement pay received on account of disability Jin hal 
incurred in U. S. military or naval service up Mot inc 
to $1500 or the amount exempted by federal BRand c 
law, whichever is greater ; reduced the optional Ji appro 
standard deductions from gross income a! J specia 
lowed individual income taxpayers from $35!) Act 
to $250 plus federal income tax as applied to BBact o! 
gross incomes of $5000 or more, and from priati 
6 percent to 5 percent of median gross income JR cent « 
as shown in the relevant income bracket of the J menti 
optional prepared table plus federal income ta. J state’ 
required on income in that bracket, as applied Ha ney 
to incomes of not more than $5000; repealed J propr 
the provision relating to instalment payments 0! J year 

income taxes which made the whole tax im- JBall in 
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| nediatel) payable in case of failure to pay the 
- et instalment when due; and extended from 
hree to five years the limitation on the time 
in which additional taxes could be assessed on 
eficient returns. Chapters 439 and 440 re- 


uired payment of the costs of administering 


corporation excise and personal income tax 


he 
laws before making the other distributions 


from the proceeds provided by law. 

An initiative measure approved by the voters 
November 2, 1948, restored personal income 
* exemptions to their former levels of $750 
for single persons and $1500 for married 
couples, from which they had been reduced 
in 1947. 

South Carolina—Acts 1945, Act No. 223, 
the general appropriation act of that year, 
increased from 10 to 15 percent for the fiscal 
vear 1945-46 the share of income tax proceeds 
appropriated to counties on a population basis 
for the use of county general funds and con- 
tinued for the year 1945-46 the appropriation 
of $500,000 to the special school account in 
the state treasury. The $500,000 appropriation 
was additional to the $893,000 already ap- 


lpropriated annually to the special school fund 


from personal and corporation income tax 
revenues. Act No. 174 extended the list of 
contributions allowed as deductions in com- 
puting corporate net income to include con- 
tributions, subject to certain limitations, to 
any charitable or eleemosynary corporation, 
trust, community chest, or foundation doing 
religious, charitable, scientific, literary, or edu- 
cational work within the state. 

Act No. 553 of 1946 incorporated in the 
permanent law of the state changes made for 
one year only by Act 223 of 1945 and earlier 
appropriation laws. Act No. 601 of 1946 cut 
in half (from 15 to 7% percent) the share 
of income tax proceeds distributed to counties 
and continued for another year the $500,000 
appropriation from the income tax to the 
special school account. 

Act No. 286, the general appropriation 
act of 1947, specifically continued the appro- 
priation to county general funds of 7% per- 
cent of state income tax proceeds but omitted 
mention of the $500,000 appropriation to the 
state special school account. This act contained 
a new paragraph, not included in former ap- 
propriation acts, providing that for the fiscal 
vear 1947-48 all general state revenues and 
all institutional or departmental revenues and 


collections, whether from taxes, licenses, fees, 
departmental earnings, or any other source, 
unless otherwise specifically provided in the 
appropriation act itself, must be paid into the 
state general fund. 

Act No. 849 of 1948 continued in effect 
for the year 1948-49 the provisions of the para- 
graph which credited state tax revenues to 
the state general fund, unless otherwise spe- 
cifically provided; specifically continued the 
allocation of 7% percent of state income tax 
proceeds for county general funds; and 
omitted mention of any further allocation of 
income tax proceeds either for educational or 
noneducational purposes. 

Utah—Laws 1945, Chapter 80, exempted 
from state individual income taxation all com 
pensation “service pay” in the 
tax years beginning with 1941 and ending 
one year after the termination of World 
War II by members of the U. S. military or 
merchant marine if 


received as 


naval forces or of the 
serving outside the limits of the United States, 
and postponed the due date for filing returns 
on income other than service pay by members 
of the armed services, persons otherwise in 
government service, and prisoners of war, on 
sea duty or for other reasons outside the limits 
of Continental United States. Three-fourths 
of state income tax proceeds were allocated for 
school purposes in 1945. 

House Joint Resolution No. 2, first special 
session 1946, proposed an amendment to 
Article 13, Section 3, of the state constitution, 
which increased from 75 to 100 percent the 
share of net revenues from state taxes on in- 
come and intangible property allocated by that 
section for the support of the public-school 
system. This amendment was ratified Novem- 
ber 5, 1946. 

Laws 1947, Chapter 117, increased personal 
exemptions from income tax allowed honor- 
ably discharged veterans of World War II 
for the tax years 1946 to 1949, inclusive, from 
$1200 to $2700 for single persons, and from 
$1200 to $3300 for married persons living 
with husband or wife. Chapter 80 credited to 
the state uniform school fund the revenues 
from income and property taxes hitherto al- 
located by constitutional provision and by law 
to the state district school fund up to a maxi- 
mum of 75 percent of the state’s share of the 
amount needed to finance the minimum school 
program. Chapter 114 repealed the law which 
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TABLE 2.—STATES ALLOCATING ALL 
OR A PART OF NET INCOME TAX 
REVENUES FOR PUBLIC -SCHOOL 
SUPPORT, 1933, 1938, 1943, AND 1948 











1933 1938 1943 1948 
1 2 3 4 
Ark. Ark. Ark. Ala. 
Del.* Colo. Colo. La.» 
La. Del.* lowa> Mass. 
Mass. lowa» La. Minn. 
Minn. La. Mass. Mont. 4 
Mont. Mass. Minn. N. Mex. 
N. Mex. Minn. Mont. Oreg. 
Ohio Mont. N. Mex. Utah 
Okla. N. Mex. Oreg. Wis.4 
s. C. Ohio« Ss. C. 
Utah 4.¢ Utah 
Vt. Utah Wis.4 
Vt. 
Wis. 





* Proceeds of personal income taxes only. 

» Only in the form of property tax replacements. 

© Proceeds of tax on net income from intangibles. 

“ Altho $3,500,000 of income tax proceeds was earmarked 
by law for state high-school aid, in actual practice this money 
was included as a part of the appropriation for school support 
from the state general fund. 





had required the use of 25 percent of state in- 
come tax proceeds toward the reduction of the 
state property tax levied for state general 
purposes. Chapter 116 carried over in the 
statutes the provisions of the constitutional 
amendment proposed by House Joint Resolu- 
tion 2 of the special session of 1946, by pro- 
viding for the use of “all,” instead of 75 per- 
cent, of the taxes on incomes and intangibles 
for the support of the minimum school pro- 
gram. 


Wisconsin—While the sum of $3,500,000 
of income tax proceeds is allocated by law for 
state high-school aid, actually this sum is 
paid with other income tax revenues into the 
general fund of the state where it is merged 
for purposes of disbursement with the regular 
biennial appropriation made by the legislature 
for the support of schools. Laws passed in 
1945 and 1947, however, made numerous 
small changes in the state income tax law. Of 
laws passed in 1945, Chapter 80 extended to 
apply to income taxes delinquent on or before 
December 31, 1945, the provisions of the 
law which allowed taxpayers to arrange to 
pay back taxes in instalments or to compromise 
the amount of such tax payments. Chapter 105 
required income taxes refunded to a taxpayer 
by the federal government on account of losses 
in income resulting from renegotiation of war 
contracts be included as taxable income for the 
year to which the income reduction applied. 






TABLE 3.—STATES TAXING Net ; 
COME OF INDIVIDUALS or 











C 
PORATIONS, 1933, 1938, 1943, AND 7 
1933 1938 1943 1948 
1 2 3 4 
Ala. Ala. * Ala. A 
Ariz. Ariz. . Ariz. A, 
Ark. Ark. Ark. Ark 
Calif. Calif. Calif. Ca 
Conn.* Colo. Colo. ( 
Del.» Conn.* Conn. * ( 
Ga. Del.» Del.» De 
Idaho Ga. Ga. Ga 
lowa Idaho Idaho Ida 
Kans. Iowa lowa low 
La. Kans. Kans. K 
Mass. Ky. Ky. K 
Minn. La. La. I 
Miss. Md. Md. Md 
Mo. Mass. Mass. M 
Mont. Minn. Minn. M 
N. H.» Miss. Miss. Mi 
N. Mex. Mo. Mo. M 
N. Y. yeont. Mont. M 
N.C. N. H.! N. H.> N. 1 
N. Dak. N. Me: “x. N. Mex. N. M 
Ohio> N. Y. N. ¥. N. } 
Okla. N. C. N.C, N. ( 
Oreg. N. Dak. N. Dak. N 
Ss. C. Ohio» Ohio» oO! 
Tenn, ¢ Okla. Okla. Ok 
Utah Oreg. Oreg. Ore 
Vt Pa.* Pa.* Pa 
Va. s Cc. R. L* R. | 
Wis. S. Dak. s. C. S. ( 
Tenn. « S. Dak.* Ss. D 
Utah Tenn. ° Ter 
Vt. Utah Uta 
Va. Vt. Vt 
W. Va. Va. Va 
Wis. Wis. W 





® Taxes in these states apply only to corporate net i: 
in South Dakota, after 1942, only to net income of banks 
other financial corporations. 

> Taxes in these states apply only to personal net income 
Delaware, to personal net income generally, and in New Ha 
shire and Ohio to personal net income from intangibles on); 

© The personal income tax in Tennessee applies only \ 
income from intangibles. Tennessee also levies a tax 
tions for the privilege of doing business in corporat: 
measured by corporate net earnings. 





B. Inheritance, Estate, and Gift Taxes 


Altho all states except Nevada levied sony 


form of inheritance or estate taxes, and twelve 


states also imposed gift taxes, in 1948, onl) on 
state—Michigan—dedicated any part ot th 
proceeds from these taxes for purposes of puli 
education. At the beginning of the five-yew 
period with which this bulletin deals. ther 
were two such states. The California leis 
ture, in 1944, repealed a law which had all 


cated a part of inheritance tax proceeds to 


teacher retirement. 


Michigan schools receive revenues tron t)\ 


inheritance tax as a part of the distributi 


from the primary-school interest fund. [nhent 


ance taxes comprised almost a fifth of the tots 
distribution in 1945-46. 
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Legislation by States 
1943 


: California — California we 
, diverted 


fourth extra session *), Chapter | 
5 state general fund the 5 percent of in- 
Me -itance tax proceeds which had been ear- 
+f irked for the state tez acher retirement system. 


he 


> Michigan—Public Acts 1947, Act No, 273, 
B thorized judges of probate to make partial 
Verermination of inheritance taxes when final 

erermination is delayed unavoidably for as 
puch as twelve months, and to order payment 
Hpi the partial amount less the 5-percent dis- 
Sunt allowed by law on taxes paid within 
Swelve months after their accrual. Prior to 
BBhis amendment it was necessary to wait 
ighteen months before any tentative payment 
ould be made, and the 5-percent discount was 
Sot allowed on the tentative payment. In- 
Dheritance taxes in Michigan are first used to 
Spay interest on the primary-school fund, the 
B niversity fund, and other permanent funds. 
"The interest on the first fund together with 
the remainder of inheritance tax proceeds is 
hen added to the primary-school interest fund 
Yor distribution to school districts on the school 
ecensus basis. 


C. General Sales and Use Taxes 


Included under this head, in addition to 
retail sales taxes, are laws taxing the gross 
income or the gross receipts from sales of 
tangible personal property or services. In 1943 
twenty-three states imposed such taxes. Four 
new states—Connecticut, Maryland, Rhode 


Island, and Tennessee—were added to this 
list in 1947. Twenty-one states levied use 
taxes in 1948. 


Tennessee is the only one of the four latest 
additions to the list of states imposing general 
sales taxes which makes direct use of any 


Epart of the proceeds for the support of public 


schools. 

Altogether there were eight states in 1948 
which allocated some part of their sales tax 
proceeds for school purposes. This was a net 
reduction of two in the number of such states 
since 1943. While Michigan and Tennessee 
represented additions to this number, four 
other states passed legislation diverting sales 
tax proceeds from school funds to general 
funds. Louisiana in 1944 replaced its war 
emergency sales tax law, which expired, with 


*Convened June 5, 1944. 
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crediting all proceeds 


law 


a new sales tax 
to the state 
revenue stabilization law in 1945 which classi 


fied sales taxes as general revenues available 


generai fund. Arkansas passed 


for distribution, on a percentage basis, for 
schools and other state purposes. In 1947 lowa 
fund all 


to this 


diverted to the state general sales 


and income tax proceeds which, prior 


amendment, had been placed in a_ special 
fund known as the income, corporation, and 
sales tax fund, for transfer after making 


certain appropriations for public welfare pur- 
poses to the homestead tax credit fund. No 
part of the Iowa sales tax was ever allocated 
solely for school purposes, but school districts, 


as other local taxing units, received money 
from the homestead tax credit fund 
in the amount of homestead exemptions from 
local property taxes. Washington credited to 
the state general fund the revenues derived 
from the excise tax revenue act, including the 


proceeds of the retail sales tax levied by that 


as credits 


act. 

According to the U. 
eral sales and use tax collections increased 
from $721,000,000 in 1944 to $1,479,000,000 
in 1948 and from 13.4 to 19.0 percent of total 
state tax collections. 

A summary of sales and use tax legislation 
passed in the years 1944-1948, 
the states which allocated a part of the pro- 
ceeds of these taxes for school purposes during 
that period follows. 


S. Census Bureau, gen 


inclusive, by 


Legislation by States 
Alabama—General Acts 1945, No. 304, 
added sales of magazine subscriptions to the 
list of exemptions from the sales tax and Act 
No. 320 exempted sales of materials, equip- 
ment, and machinery of, or into 
ships, vessels, and barges of more than fifty 
tons burden built within the state. Act No. 
428 declared the use tax applicable to all 
retail purchases of tangible personal property 
for storage, or consumption within the 
state even tho the retailer is not engaged i 
business within the state; ordered retailers of 
tangible personal property for storage, use, or 
consumption in Alabama to register with the 
Alabama department of revenue before quali- 
fying to maintain a place of business, solicit 
orders thru salesmen or agents, or distribute 
catalogs, and to report the number of catalogs 


entering 


use, 






















distributed ; provided that legal processes of 
any action brought under the use tax law 
could be served on an agent of the retailer 
soliciting business in the state. 

Public Acts 1947, No. 283, removed the 
exemption from sales tax allowed articles con- 
taining tobacco products. 

The Alabama sales tax is levied at 2 percent 
on the gross receipts from most sales of tangible 
personal property. Net proceeds, after appro- 
priating $1,700,000 for distribution to counties 
for public welfare purposes, are credited to 
the Alabama special educational trust fund 
from which appropriations are made for public 
schools and higher education. Elementary and 
secondary schools received an estimated $37,- 
103,000, or about 78 percent of all revenues, 
in the educational trust fund in 1947-48.° 


Arkansas—Act 311 of 1945, known as the 
“revenue stabilization law,”’ classified as “gen- 
eral revenues” the proceeds of the retail sales 
tax law which hitherto had earmarked 50 per- 
cent of collections for the common school fund, 
1.5 percent for higher education, 7 percent up 
to $360,000 for elementary-school textbooks, 
1.5 percent of the first $8,000,000 and 12.5 
percent of any amount in excess of $8,000,000 
for the state teachers salary fund, and 4 per- 
cent up to $300,000 far the reimbursement of 
certain funds including the common school 
fund for losses in property tax revenues due to 
the exemption of homesteads. The revenue 
stabilization law provided for the distribution 
of all state school revenues thru the state 
public-school fund and made percentage allo- 
cations to that fund and other state funds 
from taxes included in “general revenues” as 


defined in the act. 


Illinois—Laws 1945, page 1278, generally 
revised administration and enforcement pro- 
visions of the state sales tax law. Laws 1945, 
page 1265, extended the time allowed for 
filing protests requesting hearings. 

Laws 1947, page 1458, added new sections 
prescribing procedures to be followed in filing, 
investigating, and approving claims for credits 
on overpaid taxes and penalties. 

The sales tax is levied at 2 percent on gross 
receipts from retail sales. One-twelfth of the 
annual legislative appropriation for the com- 
mon school fund is transferred to that fund 








each month from the sales tax procee; 
retailers occupational sales tax fund. 

Towa—Laws 1945, Chapter 185. de... 
purchases of tangible personal property 4, 
the U. S. government or any of its agen; 
by ultimate consumers to be subject ; 
Iowa use tax, except that industrial mate, 
owned by the federal government and 
readily obtainable within the state were 4, 
clared exempt when sold within the stay, 
they would be exempt from the use tax wh. 
sold outside the state for use in Iowa. Chap». 
186 added a clause to the sales tax law ay} 
izing the issuance of special permits to per, 
desiring to engage temporarily as retailes: 
Iowa. Chapter 187 reduced the penalty ; 
failure to take out retail permits from $j() 
or a year’s imprisonment, or both, to $1()/) 
thirty days in jail, or both. Chapters 133 , 
134 provided for the transfers of $2,000 (yy 
and $1,000,000, respectively, from the incony 
corporation, and sales tax fund to the o» 
general fund and provided for the appro: 
tion of the same amounts from the state vene, 
fund for purposes of public transportation 4 
school equalization. Chapter 189 increase 
from $8,500,000 to $10,000,000 the amour 
to be appropriated from the income, corpo; 
tion, and sales tax fund for old-age pensi 
before transferring the balance to the hony 
stead tax credit fund. Until 1947 personal « 
corporation income taxes and sales taxes we: 
credited to the income, corporation, and sale 
tax fund and used first to pay the approp: 
tion for old-age pensions, then for transfer: 
the homestead tax credit fund for distributior 
to local taxing units, including school district: 
as credits against local property taxes to: 
homestead tax exemptions. 


Laws 1947, Chapter 230, diverted incom 


and sales taxes to the state general fund « 
provided for general fund appropriations | 
old-age assistance and for reimbursing |o 


tax units, including school districts, under «\ 


provisions of the homestead tax credit act 


Kansas—Laws 1945, Chapter 369, revise’ 
provisions for the allocation of revenues in the 
retail sales tax fund, leaving unchanged the 
$2.500,000 annual appropriation to the stat 


school aid fund, but increasing from $1 2) 


000 to $1,800,000 the annual allotment to th: 


* According to C. P. Nelson in “State Support of Public Schools in Alabama.” Schoo! Finance Systems. Revision 0! \ 
ber 1947. Published by the Research Division of the National Education Association. 
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tricts 


al categorical social welfare fund which 
pect . . . ° . 
priority over the distribution of the sales 


, residue. Temporary provisions, effective in 


943 providing for a transfer of $500,000 to 
state war emergency fund and permitting 
ynties to draw upon the sales tax residue 
» social welfare purposes in excess of limita- 


jons placed on local social welfare budgets, 
ere repealed. Allocations from the retail sales 
ax fund which were given priority by the law 
ver the $2,500,000 appropriation to the state 
hool aid fund totaled $3,360,000. This act 
Ico provided for distributing to counties any 
esidue in the retail sales tax fund, after 
saking all other appropriations therefrom, 50 
sercent on the basis of population and 50 per- 
ent on the basis of equalized assessed valua- 
ion. Political subdivisions within counties 
including school districts) were to share in 
eceipts from the sales tax residue in propor- 
ion to their levies for local property tax funds, 
but the county commissioners were given dis- 
retionary authority, subject to certain condi- 
ions, to use all receipts from this source for 
ial welfare purposes. Chapter 370 of 1945 
mended the use tax law, revising definitions, 
xemptions, and administrative provisions. 
Laws 1947, Chapter 464, further revised the 
allocation of sales tax proceeds by (a) increas- 
ng from $3,360,000 to $6,895,000 annually 
he aggregate of allocations for social welfare 
urposes which have priority over the state 
hool aid appropriation; and (b) by increas- 
ng the state school aid appropriations from 
2,500,000 to $4,750,000 on May 1, 1947, for 
he school year 1947-48, and to $6,100,000 on 
fay 1, 1948, for the school year 1949. This 
act also limited to $12,500,000 the amount of 
he sales tax revenue distributed to counties 
or the benefit of local taxing units. 


Louisiana—Acts 1944, No. 57, enacted a 
new retail sales tax law which credited all pro- 
ceeds to the state general fund. This act re- 
placed the war emergency sales tax law of 1942 
which levied a I-percent sales and use tax 
until July 31, 1944, and provided for placing 
proceeds in the war emergency fund. After 
setting aside $1,410,000 of revenues in the 
war emergency fund, earmarked for highways 
and relief, the next $350,000 was credited to 
the state public-school fund, and the next 
$1,000,000 for the reimbursement of parish 


schoolboards for teacher retirement contri- 
butions. 

Michigan—Public Acts 1947, 
tional Amendment Proposal No. 2, 
to amend Article 10, Section 23, of the state 


setting aside | the 


Constitu- 
proposed 
constitution by cent of 
state sales tax on each one dollar of sales of 
tangible personal property for distribution: 
one-half to school districts on the school census 
basis, and one-half to counties on the basis of 
population, to be remitted to cities, town 
ships, and villages within the counties. This 
amendment also provided for adding to Article 
10, Section 23, of the constitution a require 
ment for annual grants to school districts from 
the state general fund in an amount equal to 
the percent of total sales tax revenues of the 
preceding year which the legislative appro 
priation for schools in 1945-46 represented of 
total state sales tax revenues for 1943-44. The 
proposed amendment was adopted at the gen- 
eral election November 5, 1946. The amount 
of the annual constitutional grants to school 
districts is determined by the ratio of the leg- 
islative appropriation for schools to the total 
sales tax revenue for the second preceding 
vear.’ These grants were to be over and above 
all constitutional limitations. Public Acts 1947, 
No. 331, appropriated an amount equal to 
44.77 percent of state sales tax revenue, or 
$51,705,633.05, from the state general fund 
to school districts for the year ending June 30, 
1948, in accordance with the provisions of 
Section 23, Article 10, of the state constitu- 
tion, as amended. 

Public Acts (extra session) 1948, No. 30, 
defined more specifically transfers of tangible 
personal property for use or consumption in 
agricultural ‘producing, which transfers are 
exempt from the sales tax, and required in the 
case of such transfers that the transferee sign 
a statement in a form approved by the depart- 
ment of revenue setting forth the use to which 
the transferred property would be put. 


New Mexico—Laws 1945, Chapter 50, 
increased from 2 to 3 percent the part of the 
emergency school (sales) tax allocated to the 
state teachers retirement fund. This tax is a 
levy of 2 percent on gross receipts from busi- 
nesses and occupations carried. on within the 
state. The law credits 95 percent of total (100 
percent of net) sales tax collections to the 


* Detroit Board of Education v. Superintendent of Public Instruction, 29 N. W. 902 (Mich. 1947) 
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state school equalization fund. Chapter 86 
exempted from the sales tax services performed 
by a wholesaler for a retailer who is liable for 
a retail sales tax on such services. 

Laws 1947, Chapter 163, extended the list 
of exempted sales to include sales to societies, 
hospitals, and fraternal or religious organiza- 
tions not organized for profit. 


North Dakota—Session Laws 1945, Chap- 
ter 308, and Session Laws 1947, Chapter 344, 
made a large number of minor changes de- 
signed to strengthen and clarify the provisions 
of the sales tax law. The North Dakota tax 
is levied at the rate of 2 percent on retail sales 
of tangible personal property, services, and 
admissions. The law credits seven-twelfths of 
sales tax proceeds to the state school equaliza- 
tion fund. 

Tennessee—Public Acts 1947, Chapter 3, 
imposed a tax on the privilege of selling at 
retail, leasing or renting, or storing for use 
or consumption tangible personal property 
within the state. The tax applies at 2 percent 
on gross retail sales, gross proceeds from 
the leasing or renting (when in connection 
with an established business) or on the 
monthly rental paid for the leasing or renting 
of tangible personal property. The cost price 
of tangible personal property stored for use 
or consumption within the state was also de- 
clared subject to the 2-percent tax. The sales 
tax act allocated the first $20,000,000 of tax 
proceeds as follows: 2.5 percent for adminis- 
tration and enforcement; -12.5 percent for 
municipalities on a population basis; 10 per- 
cent for the state department of welfare ; 5 per- 
cent for a sinking fund to service bonds issued 
for construction, maintenance, and repair of 
state buildings ; 70 percent for aid to education. 
Of any amount in excess of $20,000,000, 80 
percent was to be distributed to the counties 
for education and welfare purposes, one-half 
on an area-population basis, and one-half 
equally among the several counties; 12.5 per- 
cent was to be apportioned to municipalities ; 
and the remaining 7.5 percent to the sinking 
fund for payments on state building bonds. 
Counties having’ a.population between certain 
specified limits were required to distribute 60 
percent of their receipts to large cities of a 
specified size within their borders. Chapter 
149 amended the sales tax law by requiring 
counties with a population of 69,000 and not 







TABLE 4.—STATES DERIVING SCHOQ, 
REVENUES DIRECTLY FRoy GRy 
ERAL SALES* AND USE TAXES \. 
1938, 1943, 1948 “7 











1933 1938 1943 1948 
1 2 3 
Ill. Ala. Ala. 
Mich. Ark. Ark. 
Okla. I. Ill. 
Oreg. Kans. lowa ' 
S. Dak. N. Mex. Kans. 
Utah N. Dak. La. 
Wash. Ohio N. Mex 
S. Dak. N. Dak, 
Utah « Wash. 
Wash. W. Va.4 
W. Va.4 
Wyo. 





* Includes retail sales, gross receipts, and gros 

» Revenue from this tax and other taxes in | 
tax credit fund were paid to school districts 
credits against local-school taxes for homestead ta 

© Available for school purposes only to the ex 
tax surplus revenues were available after meeting ap; 
for nonschool purposes. 

@ Revenues are paid to state general fund, . 
schools, but subject to legislative appropriation 





TABLE 5.—_STATES LEVYING GENERAl 
SALES AND USE TAXES, 1933, 19% 
1943, 1948 











1933 1938 1943 1948 
1 2 3 4 
Ariz. Ala. Ala. A 
Calif. Ariz. Ariz. Ar 
Ill. Ark. Ark. Ar 
Ind. Calif. Calif. ( 
Ky. Colo. Colo. ( 
La. Ill. Il. ( 
Mich. Ind. Ind. I 
Miss. lowa lowa I 
N. Y. Kans. Kans. I 
N.C. La. La. K 
Okla. Mich. Mich. La 
Pa. Miss. Miss. Md 
S. Dak. Mo. Mo. Mi 
Utah N. Mex. N. Mex. Mi 
Wash. N. C. N. C. Mc 
W. Va. N. Dak. N. Dak. N. M 
Ohio Ohio N. ( 
Okla. Okla. N. D 
S. Dak. S. Dak. Oh 
Utah Utah Ok 
Wash. Wash. R, | 
W. Va. W. Va. Ss. D 
Wyo. Wyo. Ter 





more than 69,100 to allocate 40 percent ot 
their receipts from the sales tax to municipal 
ities which maintain separate school s\ stem. 
Chapter 8 reduced the allocation of sales ta 
proceeds to counties for education and weltar 


purposes from 80 percent to 10 percent o! 


such proceeds and provided for the distribu 


tion of the remaining 70 percent to countie 


on the same basis but for use as aid for cho 
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Washington—Laws 1945, Chapter 249, 
provided for the deposit in the state general 
jund of all taxes, interest, penalties, and fees 
collected under the excise revenue act, includ- 
ing all receipts from the retail sales tax levied 
thereunder. Prior to this amendment the state 
current school fund received 38.25 percent ; 
the state university, 2.32 percent; State Col- 
leve of Washington, 1.34 percent; and the 
tate colleges of education a total of 0.43 per- 
cent of excise revenue act receipts, with the 


Balance, 57.67 percent, going to the state gen- 


| ral fund. Percentage allocations were deter- 
mined biennially by the legislature on the basis 
of current revenue needs. Beginning with 1945 


F excise tax revenues were replaced with direct 
| appropriations from the state general fund to 


the state current school fund. Chapter 249 
exempted from taxation sales and the use of 
tangible personal property by corporations or- 


I vanized by act of the U. S. Congress for pur- 
| poses of furnishing volunteer aid to members 


of the armed forces, carrying on a system of 

international relief, or providing relief in case 
of pestilence, fire, flood, or other disaster. 
D. Alcoholic Beverage Taxes 

All states impose licenses and excise (sales, 

gross receipts, or gross income) taxes on manu- 


| facturers and dealers in alcoholic beverages ex- 
| cept Kansas, whose law applies to nonintoxi- 


cating malt beverages only. The Oklahoma 
law also applies to beverages with an alcoholic 
content of not more than 3.2 percent. Eight 
states—Arkansas, Florida, Indiana, Louisiana, 
Oklahoma, South Carolina, Texas, and Wash- 
ington—reserved a part of the proceeds for the 
support of public schools in 1944. 

All of the eight states which allocated bev- 
erage tax proceeds for schools revised their 
laws in the years 1944 to 1948 inclusive. Four 
states — Arkansas, Florida, Oklahoma, and 
Washington—diverted all proceeds allocated 
for school purposes by previous laws to state 
general funds. Louisiana repealed provisions 
of the law governing the distribution of the 
property tax relief fund, which required trans- 
ters from alcoholic beverage taxes and other 
taxes in that fund to the state public-school 
fund, but parish schools in Louisiana still 
receive reimbursements from the property tax 
relief fund for local property tax revenues 


lost because of homestead exemptions. South 
Carolina diverted all beer and wine excises and 
licenses to the general revenues of the state 
and credited also 65 percent of alcoholic liquor 
sales and license taxes formerly credited to the 
special school account and to the general fund 
for school purposes. This left only Indiana 
and Texas among the eight states which allo- 
cated alcoholic beverage taxes for schools in 
1944 still making a direct appropriation to 
state school funds from the proceeds of such 
taxes in 1948. 

Before diverting the proceeds of their bev- 
erage tax laws, four states—Arkansas, Louisi 
ana, Oklahoma, and South Carolina—raised 
the rates of their excise taxes. 
imposed additional rates and license fees. 

Collections from taxes on sales of alcoholic 


Indiana also 


beverages increased steadily thruout the five 
year period with which this bulletin deals. 
The yield was $267,000,000 in 1944 and 
$426,000,000 in 1948. The percent of total 
state tax collections from this source in 1948 


was 5.5. 
Legislation by States 


Arkansas—Acts 1945, No. 311, the “rev- 
enue stabilization law” classified as “general 
revenues” and diverted as such to the state 
treasury for credit to the state apportionment 
fund, liquor, beer, and wine taxes, and licenses, 
including the 3-percent liquor consumers sales 
tax which had formerly contributed $200,000 
to the teachers salary fund and half of any 
proceeds in excess of $2,316,355 for the state 
school equalizing fund. The stabilization law 
also continued the 32-cent additional rate on 
spirituous and vinous liquors, originally levied 
for the encouragement of the livestock indus- 
try and the financing of county livestock shows, 
and designated the proceeds as “special reve- 
nues” for that purpose and other purposes. 
The yield of this tax in excess of $385,000 
continued to be allocated for the purpose of 
matching funds for vocational education. Act 
No. 313 increased the rate of this special tax 
from 32 to 38 cents per gallon. 

Acts 1947, No. 108, repealed the $1.12-per- 
gallon tax on spirituous liquors, the 60-cent 
tax on vinous liquors, the 3-percent consumers 
sales tax on spirituous and vinous liquors, and 
the special additional tax of 38 cents per gal- 
lon; imposed new higher rates of $2.50 per 
gallon on spirituous liquors, 75 cents per gal- 
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lon on vinous liquors, unless manufactured 
in Arkansas from Arkansas-grown fruits or 
berries; left unchanged the 20-cent rate of 
the excise tax on malt beverages and beer; and 
designated all revenues realized under the 
act as “general revenues” within the meaning 
of the term used in the stabilization law. 


Florida—General Laws 1945, Chapter 
22823, diverted all funds under the beverage 
tax law to the general fund of the state. 
Formerly collections were earmarked first for 
old-age assistance, with any surplus not needed 
for that purpose going to county-school funds. 


Indiana—Acts 1945, No. 357, amended the 
alcoholic beverage tax law, especially strength- 
ening enforcement provisions, and imposed 
additional excise taxes. Proceeds of the addi- 
tional taxes, however, were credited to the 
state postwar construction fund to be used 
for postwar construction at the state institu- 
tions, including the institutions of higher edu- 
cation. 

Acts 1947, Chapter 148, made further 
changes in the enforcement provisions of the 
alcoholic beverage control law, many of them 
for purposes of clarity. License fees already 
required of bartenders and managers of estab- 
lishments making sales by the drink were re- 
quired of waiters and waitresses also by this 
act, and the fee charged was increased from 
$1 to $2. Proceeds were allocated for expenses 
of enforcing the act. Other retail permit fees 
are paid into the alcoholic beverage excise fund. 
The law appropriates one-third of the revenue 
in this fund to the state school tuition fund. 


Louisiana—Acts 1944, No. 214, amended 
the law taxing sales of beverages with an 
alcoholic content of 6 percent or more. It ex- 
tended provisions relating to the beer tax to 
apply to taxes on malt beverages generally and 
revised end strengthened enforcement pro- 
cedures but made no change in provisions 
which allocated the full amount of collections, 
less costs of administration and enforcement, 
to the state property tax relief fund. Act No. 
64 of 1944 provided that for four years, be- 
ginning with 1944-45, when revenues in the 
state public-school fund were insufficient to 
provide the constitutional guarantee of $22.50 
for each child of school age, plus a sum equal 
to one-third that amount for distribution on 
an equalization basis, the deficiency must be 
supplied from alcoholic beverage taxes and 
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other revenues in the property tax relief {,, 
Act No. 203 increased the amounts of pe; 
fees required of wholesale dealers jy \,. 
porter, ale, and light wines (with an alco) 
content of 11% but less than 6 percent) §, 
$10 to $50, and of retailers from $5 +, 
Provisions for enforcement of the act w.. 
strengthened by setting up qualifications 
quired of licensees, by granting authority ¢., 
collector of revenue and the board of ta, 
peals for the suspension and revocation of pe: 
mits, and by allowing appeals to be taken {, 
the decisions of the board of tax appeals to y 
district courts. 

Acts 1946, No. 190, further increased w! 
sale license fees of dealers in nonintoxica:; 
beverages from $50 to $75; increased ; 
amount required for a Grade A retail licens 
(allowing sales for on-or-off-premises v9) 
sumption) from $12 to $15; and reduced tly 
fee for a Grade B retail license (allowing of 
premises consumption only) from $12 to $\\) 
No change was made in provisions for al\ 
cating the proceeds to the property tax relie/ 
fund. 

Acts 1948, No. 108, increased from $1.5) 
to $10 per barrel the rates of the excise tay 
on floor stocks of beer, porter, ale, and wines 
for the purpose, among others, of providing 
money for the support of the school lunch 
program. ‘The act allocates collections fo: 
merly credited to the state public-school fund 
to the state treasury for use in paying bonuses 
to veterans of World War II. While this act 
made no special allocation for the school lunch 
program, the financing of the program is 
stated to be one of the primary purposes of 
the act and it is presumed that excess revenues 
from these taxes in the state general fund 
would be available for appropriation for this 
purpose. Act No. 134 repealed the provisions 
for transferring to the state public-school! fund 
from the property tax relief fund any amounts 

needed to guarantee the constitutionally re 
quired distribution of $22.50 per educable 
pupil on a general aid basis, and $7.50 pe 
educable pupil on an equalization basis. 

Oklahoma—Laws 1945, page 489, in- 
creased from $4 to $7 per 31-gallon barre! the 
rate of the excise tax on nonintoxicating bever 
ages (not more than 3.2 percent alcohol) and 
diverted to the state general fund the 95 per- 
cent of the proceeds which had been allocated 
for schools. 
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South Carolina—Acts 1945, No. 211, the 
beverage control act of 1945” im- 


|coholic 
osed license fees and an excise tax on the 


Inanufacture, wholesale, and retail of alco- 
holic liquors in South Carolina. Most of the 


provisions of this act were not new, however, 
hut were already included in Act 211 of 1943, 
general appropriations act, and other 


earlier laws. This act incorporated in the 


e permanent law of the state the changes made 
Hor one year at a time by earlier appropriation 


Act No. 223 imposed additional license 
fees on beer and wine manufacturers and 
dealers as follows: $100 on wine wholesalers, 
$200 on beer wholesalers, and $50 on wine 
or beer retailers when the main business of the 
licensee is the selling of wine or beer, and $10 
on wine or beer retailers whose main business 


acts. 


ri; not the selling of wine or beer, such as 


grocers, druggists, hotel and restaurant pro- 
prietors. These license fees were in addition to 
all other charges made for licenses. Former 
annual license fees of $200 on wholesalers and 
$5 on retailers were continued without change. 
Act No. 224 repealed the provisions for the 
additional license fees imposed by Act 223, but 
increased basic license fees for wholesalers from 
$200 to $400, and for retailers from $5 to $15. 
This act also revised provisions for the dis- 
tribution of beer and wine license tax col- 
lections as follows: 33144 percent to the state 
treasury for credit to the special school ac- 
count ; 6634 percent to counties and cities, or 
to counties only, in the case of businesses lo- 
cated outside incorporated cities. Formerly 
license tax collections were distributed in the 
same manner as the excise tax, that is 70 per- 
cent to the special school account in the state 
treasury and 30 percent to the counties, or 
counties and cities. 

Acts 1946, No. 537, incorporated in the law 
changes made by earlier appropriation acts 
relating to the excise tax on beer and wine. 
These changes included an increase in the 
excise tax on wines from 30 to 60 cents per 
gallon, or in the case of sales of less than one 
gallon, from 2 cents to 4 cents on each 8 
ounces or fractional quantity of 8 ounces. 
They also included a reallocation of the rev- 
enues from beer and wine taxes so as to require 
70 percent to be deposited to the credit of the 
special school account in the state treasury; 
17% percent to be distributed to counties on 
the basis of collections; and 12% percent to 


towns and cities on the basis of collections, or, 
in case of sales outside of incorporated cities 
and towns, 30 percent to the counties. This 
act also carried over the provisions of Act 
224 of 1945 for the allocation of license tax 
collections. 

Acts 1946, No. 875, im 


posed additional taxes on wholesalers of alco 


(extra session ) 


holic liquors according to a schedule of rates 
as follows: 25 cents per case on the first 1000 
cases sold; 50 cents per case on the next 4000 
cases; and $1 for each case by which sales ex 
ceeded 5000 cases. Wholesalers were required 
to absorb this tax and in no case to allow it to 
be passed on to the consumer. These taxes, 
which addition to all 
were made payable to the South Carolina tax 


were in other taxes, 
commission for transfer to the special school 
account in the state treasury. 

Acts 1947, No. 286, increased the tax on 
beer from 15 cents to 30 cents per gallon, 
and further increased the tax on wine from 
60 to 90 cents per gallon. Tax rates on bee: 
and wine sold in small quantities were changed 
with respect to beer from 1 cent on every 6 
ounces to 4 cents on each bottle containing not 
more than 12 ounces; and with respect to wine, 
from 4 cents to 6 cents on each 8 ounces, o 
fraction thereof, sold. A revised allocation of 
beer and wine taxes under this act provided 
nothing for schools: 85 percent was to go to 
the state treasury for ordinary state purposes ; 
7 percent to the counties on a population basis; 
and 8 percent to incorporated cities and mu 
nicipalities on the basis of the ratio of the 
population of each to the total urban popula 
tion of the state. This act also levied addi 
tional taxes on wholesalers of alcoholic liquors 
at rates graduated according to the volume of 
sales from 15 percent of the legal maximum 
mark-up on sales in excess of $25,000 to 40 
percent of the mark-up on sales in excess of 
$45,000. Retailers were taxed on a 
basis at rates varying from 25 percent to 50 
percent of the legal maximum mark-up. Pro 
visions for the allocation of proceeds of all 
licenses and taxes on alcoholic liquor were 
revised to require that 65 percent be distrib- 
uted to the state treasury to the credit of the 
state general fund for public-school use. An 
appropriation of $200,000 for the construction 
of a building for the treatment of alcoholics 
was given priority over all other appropria- 
tions from liquor tax proceeds. 


similat 
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Acts 1948, No. 849, continued without 
change the specific allocation of a portion of 
beer and wine excise and license taxes to the 
counties and incorporated municipalities as 
provided for by Acts 1947, No. 286, and the 
provisions of the 1947 act imposing addi- 
tional taxes on wholesale and retail dealers 
in alcoholic liquors at rates graduated on the 
basis of the volume of sales. The 1948 act 
made no change in the provision for allocating 
65 percent of collections of all alcoholic liquor 
taxes and licenses to the state treasury for the 
use of the public schools. Actually, however, 
the money from this tax is assumed to be a 
part of the annual school appropriation from 
the state general fund. 


Texas—Acts 1945, Chapter 95, limited to 
30 percent the portion of the confiscated liquor 
fund that could be used legally in enforcing 
provisions of the liquor tax law relating to 
seizure and sale of liquors and other property 
defined as “‘illicit beverages” or as a “common 
nuisance.”” One-fourth of the liquor tax revenue 
in Texas is credited by the omnibus tax law 
to the available school fund and the other 
three-fourths to the omnibus tax clearance 
fund from which the schools also receive a 


part of the excess revenues. 


Washington—Laws 1945, Chapter 29, di- 
verted to the state treasury proceeds of taxes 
on liquor, beer, and wine levied under the 
excise revenue act, 38.25 percent of the pro- 
ceeds of which hitherto had been allocated to 
the current school fund. 


E. Tobacco Taxes 


The growth in the number of states levying 
tobacco taxes which was maintained thruout 
the previous five years continued during the 
five-year period covered by this bulletin. 
‘Twenty-one states taxed sales of cigarettes or 
other tobacco products in 1938, thirty-one in 
1943, and thirty-eight in 1948. The Delaware 
cigarette tax law enacted in 1943 expired in 
1945. Seven new taxes were added in 1947 
and one in 1948. In 1948 twenty-seven states 
taxed sales of cigarettes or cigarette tubes, 
and papers only; twelve states taxed sales of 
cigarettes, or cigarettes and one or more other 
tobacco products. 

State tobacco tax revenues a little more than 
doubled between 1944 and 1948, rising from 
$160,000,.900 to $339,000,000, and from 3.0 


to +.4 percent of total state tax 

None of the eight new tobacco | 
enacted in 1947 and 1948 made any . 
allocation of proceeds for public-schoo 
poses. The Indiana law provided for the , 
ment of all proceeds to a separate ciy | 
account in the state treasury and aut! 
their use for a wide range of purpose 
ing education and welfare, as directed by 4 
governor, without limiting their use +, 
purposes. This tax can hardly be 
earmarked tax for any specific purpos 

Of all the thirty-eight tobacco tay say. 
there were three in 1948, and six in 194) 
which did allocate a part of their tax procees 
for public education. Arkansas and W., 
ington in 1945, and Louisiana in |948 
verted tobacco tax proceeds from state schy 
funds to general or other special fund. 


Legislation by States 


Alabama—Public Acts 1945, No. 326 
vised the rates of the excise tax on civars ani 
cigarettes, generally reducing the rates 9 
cigars and providing for a greater different 
tion of rates as applied to cigarettes of differen: 
sizes. Rates of stamp taxes on substandard 
packages of larger cigarettes were increased 
All collections of tobacco sales and use taxes j 
excess of expenses of administering and en 
forcing the act are credited to the Alaban 
special educational trust fund. 


Arkansas— Acts 1945, No. 311, the rey 
nue stabilization law, diverted from schoo! 
funds to the state treasury to the credit of 
the state apportionment fund the proceeds o! 
cigarette sales and license taxes by classifying 
them as “general revenue” as defined in the 
act. Prior to the enactment of the revenue 
stabilization law the common school fund 1 
ceived 39.2 percent of excise tax collections 
the school equalizing fund received anothe: 
39.2 percent, and the balance went to the in 
stitutions of higher learning. Collections 0! 
license fees paid by cigarette dealers were di 
verted evenly between the common schoo! 
fund and the equalizing fund. 

Acts 1947, No. 109, increased the rate ot 
the cigarette tax from $2.50 to $3 per |()00 
cigarettes, repealed the special tax of 25 cents 
per 1000 cigarettes levied for the Universit) 
of Arkansas building fund, and designated 
all collections of cigarette taxes as “general 
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“g payable to the state apportionment 
n the state treasury in accordance with 
the terms of the revenue stabilization act. 
-Acts 1944, No. 150, exempted 
tobacco taxes smoking and chewing to- 
purchased by or for state institutions for 
issue to their inmates. Act No. 216 provided 
for certain changes in the administration of 
the tobacco tax law. Act No. 304 increased 
the penalty for certain acts declared to be 
“misdemeanors” under the law from $25 to 
not less than $50 nor more than $500, or im- 
prisonment for not more than six months, or 
both. Prior to 1948 basic levies on sales of to- 
bacco products were credited to the state gen- 
eral fund, as was one-third up to $825,966 of 
the proceeds of additional rates levied in 1940, 
hut the state public-school fund received the 
remainder of the proceeds from the additional 
rates for distribution to parish schools on the 
hasis of the number of educables. 

Acts 1948, No. 169, combined the basic 
and additional rates which had been levied, 
increased the combined rates on most classes 
of cigars by 60 percent, doubled the combined 
rates on cigarettes, and graduated upward the 
rates on smoking tobacco in proportion to 
selling price. This act revised provisions for 
the allocation of tobacco tax proceeds by grant- 
ing the first $700,000 for capital outlays at 
Louisiana State University and the A. and M. 
College and distributing the next $3,000,000 
to the municipalities of the state, with any re- 
mainder credited to the state general fund. 

Washington—Laws 1945, Chapter 29, di- 
verted to the state treasury proceeds of to- 
bacco and other taxes levied under the excise 
revenue act, 38.25 percent of the proceeds 
of which hitherto had been allocated to the 
current school fund. 





hacco 


F. Motor Fuel and Motor Vehicle 
Taxes 


The gasoline tax, the largest producer of 
state tax revenue in 1943, was edged out of first 
place by general sales and use taxes at the be- 
ginning of the five-year period dealt with in 
this bulletin. Since that time it has held sec- 
ond place continuously without serious com- 
petition. The yield of the gasoline tax in 1944 
was $685,000,000, or about 13.7 percent of 
total state tax collections, and in 1948 $1,260,- 
000,000 or more than 16 percent of total state 


TABLE 6.—STATES DERIVING SCHOOL 
REVENUES DIRECTLY FROM TO- 


BACCO TAX LAWS, 1933, 1938, 1943, 
1948 
1933 1938 1943 1948 
1 2 3 4 
Ala. Ala \la Ala 
Ark Ark. Ark Tenn 
Ohio Ohio La lexas 
Tenn Tenn Tenn 
Texas Texas Texas 
Wash. Wash. 


TABLE 7.—STATES 





HAVING TOBACCO 


TAX LAWS, 1933, 1938, 1943, 1948 
1933 1938 1943 1948 
1 2 3 4 
\la Ala. Ala Ala 
Ariz Ariz. \riz Ariz 
Ark. Ark. Ark Ark 
Ga Conn. Conn Conn 
lowa Ga. Del Fla 
Kans lowa Fla Ga 
La. Kans. Ga Il 
Miss. Ky. Ii! Ind 
N. Dak. La. lowa lowa 
Ohio Miss. Kans Kans 
S..<. N. Dak Ky Ky 
S. Dak. Ohio La. La 
Tenn. Okla. Maine Maine 
Texas Pa. Mass Mass 
Utah s. C. Miss Mich 
S. Dak. N. H Minn 
Tenn. N. Mex Miss 
Texas N. ¥ Mont 
Utah N. Dak Nebr 
Vt. Ohio Nev 
Wash. Okla. N.H 
Pa N. J 
R. I, N. Mex 
S. ( N. ¥ 
S. Dak N. Dak. 
Tenn Ohio 
Texas Okla 
Utah Pa. 
Vt. R. 1 
Wash S. ¢ 
Wis S. Dak 
Tenn 
Texas 
Utah 
Vt 
Wash 
W. Va. 
Wis. 


tax collections. The percent of increase in col 
lections between the two years was 83.9. 

All states levy gasoline and motor vehicle 
license taxes. Most of the money from these 
taxes goes to road construction and mainte 
nance funds, but three states—Florida, Louisi- 
ana, and Texas—in 1944, and one state- 
Texas—in 1948, levied some part of their gaso- 
line tax rates for school purposes. Motor ve- 
hicle excise or license taxes were also a direct 
source of state school revenue in four states— 


Florida, New Mexico, Texas, and Washing- 
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ton—in 1944, and in two states—New Mex- 
ico and Washington—in 1948. All motor ve- 
hicle taxes yielded $394,000,000 in 1944. The 
yield of these taxes had risen to $593,000,000 
in 1948. 

Legislation by States 


Florida—General Laws 1945, Chapter 
22822, extended for two more years, to July 
1, 1947, the life of the additional tax of | cent 
per gallon on sales by dealers of gasoline and 
other like petroleum products, originally levied 
by Laws 1941, Chapter 20228, and continued 
by Laws 1943, Chapter 21639, to July 1, 1945. 
The 1945 act also continued the earmarking 
provisions of the two earlier laws which cred- 
ited one-half of the proceeds to the general 
revenues of the state and one-half to county- 
school funds. 

Laws 1947, Chapter 24172, again continued 
for two years, or until July 1, 1949, the addi- 
tional l-cent tax on gasoline. The provision 
for allocating one-half of the proceeds to 
county-school funds was also continued with- 
out amendment. In practice, however, and in 
accordance with Chapter 22833 of 1945, all 
tax proceeds earmarked by law for Florida 
schools are added to the general revenues of 
the state and merged with the biennial appro- 
priations from general revenues for the sup- 
port of the school foundation program. Laws 
1945, Chapter 22833, created five funds in 
the state treasury—one for general revenues 
and four special funds—and provided that all 
taxes and other revenue not allocated to one 
of the four special funds must be added to the 
general revenue fund subject to appropriation 
by the legislature. 

Louisiana—A number of proposals to 
amend Article VI-A of the Louisiana constitu- 
tion, relating to the l-cent additional gasoline 
tax, were offered in 1944, 1946, and 1948. 
This is the tax, one-half of which is allocated 
by the constitution to the state public-school 
fund for distribution to parish schools on an 
equalization basis. Acts 1944, No. 313, pro- 
posed to exempt from the I-cent tax farm trac- 
tor fuel of a specified distillation range used 

exclusively for farm purposes. Act No. 324 pro- 
posed to amend Article VI-A, Section 14, by ex- 
empting sales by bonded dealers to other bonded 
dealers who operate aircraft in interstate or 
foreign commerce. Both these proposals were 
adopted in the election of November 1944. 


Acts 1946, No. 390, proposed a fur}, 
amendment (adopted in November [946) , 
Article VI-A, Section 1, which exempts 
farm tractor fuel from the |-cent tax, whethe 
or not used exclusively for farm purposes, by, 
No. 413 of 1946 proposed to extend the app 
cation of the tax to sales of motor fuels to ¢}, 
U. S. government unless delivered in lors ,; 
6000 gallons or more, or delivered to the arme 
forces for propelling Navy Or Coast guard ship, 
or for aviation purposes. . 

Acts 1948, No. 538, sought to amend Artic\, 


VI-A, Section 5, to provide for the diversic, 
of the '%-cent tax from the public-school fun; 


to the state highway fund. This proposal wa 
approved by the voters as Amendment |4 j; 
the November 2, 1948, election. 


New Mexico—Laws 1947, Chapter 24 
decreased from 25 to 15 percent the share oj 
motor vehicle registration fees paid to county 
treasurers for distribution to county and schoo 
district funds, and to cities, villages, and town, 
within the counties in proportion to their re 
ceipts from local general property levies. A: 
the same time this act decreased from 15 to |() 
percent the share of this tax going to the state 
general fund and increased from 15 to 30 pe 
cent the share distributed to county road funds 


Texas—An amendment to Article VIII of 
the Texas constitution, adopted November ‘ 
1946, restricted the use of net revenues fron 
motor vehicle registration fees and taxes (ex 
cept gross production and ad valorem) on mo 
tor fuels and lubricants, to the acquisition of 
rights of way; the construction, maintenance 
and policing of roads; and the administration 
of traffic and safety laws; with the exception 
that the allocation of one-fourth of the pro 
ceeds of the motor fuel tax to the available 
school fund, as already provided by the consti 
tution, was to be continued. 

Acts 1947, Chapter 14, increased by $12. 
100,000, or from $22,900,000 to $35,000,000 
the amount of the annual appropriation fo: 
public welfare purposes that must be made 
from tax proceeds in the omnibus tax clearance 
account in the state treasury before any part 
of balance in the tax clearance account becomes 
available for educational purposes. As pro 
vided by law, the available school fund re 
ceives one-fourth of the proceeds of most taxes. 
including the motor fuel tax imposed by the 
omnibus tax law, and any balance of the re- 
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maining three-fourths paid into the omnibus 
4x clearance account after appropriating cer- 
ain fixed amounts for public welfare and 
eacher retirement. Chapter 110 allocated the 
balance in the omnibus tax clearance account, 
‘rer making the fixed appropriations for pub- 
~ welfare and teacher retirement, for aid in 
for a state apportionment to schools 


prov iding 


equal to $55 per scholastic in the school census 


Sot the preceding year. 

Washington—Laws 1945, Chapter 54, 
provided for the deduction from the 10-percent 
distribution to cities and towns from the motor 
vehicle excise tax of an amount equal to 4 cents 
er capita of the population of all cities and 
towns in the state and the allocation of the 
amount deducted to the University of Wash- 
ington for the use of its bureau of govern- 
mental research. 

Laws 1947, Chapter 33, provided that the 


exemption of farm tractors and farm imple- 





© ments from the motor vehicle license tax would 
S be allowed even tho such tractors and imple- 
» ments were temporarily operated or drawn 


on the public highway, and that trailers used 
exclusively to transport farm implements from 


) one farm to another either by day or by night 


were also exempt if lights were carried in com- 
pliance with the law. The motor vehicle excise 
tax is levied at 1% percent on the value of 
automobiles and other vehicles. The 
state school equalization fund receives 78 per- 
cent of the proceeds of this tax. 


motor 


G. Severance Taxes 


Twenty-six states*® in 1948 had severance 
tax laws on their statute books. This number 
includes Georgia, Indiana, North Carolina, 
and North Dakota added during the 1944- 
1948 period. The Georgia and North Carolina 
laws authorizing severance taxes were to be- 
come effective upon the discovery, after Janu- 
ary 1, 1945, of oil or natural gas resources 
in commercial quantities. The North Carolina 
law requires a proclamation by the governor 
to put it in full force and effect. 

Four states—Alabama, Louisiana, Minne- 
sota, and Texas—in 1948 set aside a portion of 
their severance tax proceeds specifically for the 
support of public schools. This was one state 
less than at the beginning of the five-year 


period in 1944. Arkansas in 1945 classified the 
state’s proceeds as 
“general revenues” and provided for its pay 
ment to the state treasury. However, a part 


share of severance tax 


of the severance tax was classified by a law 
of 1947 as “special revenues”’ 
road funds of the counties where they 


for school and 
were 
collected and are received by the school dis 
tricts as county revenues. Oklahoma also re 
turns a part of its gross production tax on the 
mining of iron ore for school purposes in the 
counties where the mines are operated. School 
revenues from the Oklahoma tax and also the 
Arkansas tax (after 1945) are treated as local 
revenues in this bulletin. 

In the four states which allocate a portion 
of severance taxes to state school funds the 
importance of the contribution made by this 
tax varies widely. Severance taxes produced 
more than 46 percent of total state school 
revenues in Louisiana in 1946-47, but less than 
1 percent of all such revenues in Alabama in 
1947-48. In Minnesota the part of the proceeds 
of severance taxes which is allocated for the 
support of public schools is paid into the per 
manent school fund, and in Texas such pro 
ceeds are merged with other revenues in the 
omnibus tax clearance fund. 

All of the states which used severance taxes 
as a direct source of state school revenue, ex- 
cept Alabama, amended their severance tax 
laws during the 1944-1948 period. Arkansas, 
Louisiana, Minnesota, and Texas all increased 
tax rates on the severance of certain products. 
Minnesota extended the tax to apply to new 
products. Louisiana provided for the transfe: 
to the state forestry commission of taxes on 
timber products formerly allocated for school 
purposes. 


Legislation by States 


Arkansas—Acts 1945, No. 311, the reve- 
nue stabilization law, diverted to the state 
treasury the proceeds of severance taxes by 
classifying them as “general revenues’ as de- 
fined by the act. Prior to the enactment of the 
revenue stabilization law the state common 
school fund received two-thirds of severance 
tax proceeds and the other one-third went to 
the counties in which the taxed products were 
severed to be divided equally between the 


* Alabama. Arkansas, California, Colorado. Florida, Georgia, Idaho, Indiana, Kansas, Kentucky, Louisiana, Michigan, Minne 


ota, Mississippi, Montana, Nevada, New Mexico, North Carolina, North Dakota, Oklahoma, Oregon, South Dakota 


Texas, Utah, and Wisconsin. 
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common school fund and the highway fund 
of each. 

Louisiana—Acts 1946, No. 202, increased 
the rates of the severance tax on oil of .43 
specific gravity or below; reduced the rate on 
sulphur production from $2 per 2240 pounds 
to $1.03 per 2000 pounds; levied new taxes 
on the severance of pulpwood at 6 cents per 
cord, distillate or condensate at 11 cents per 
barrel, and casinghead gasoline at | cent per 
barrel, severed from soil or water in connec- 
tion with oil or gas; and eliminated the pro- 
visions which dedicated two-thirds of the tax 
(in excess of the parish portion) on the pro- 
duction of natural gas, and any portion of the 
sulphur tax, in excess of the former 60-cent 
rate, for state educational, charitable, and cor- 
rectional institutions. Other sections relating 
to the disposition of severance tax proceeds 
were not affected by this act. By a constitu- 
tional amendment adopted in 1940,” one-fifth 
of the taxes on the severance of oil, gas, and 
most other natural products, up to $200,000 for 
each parish, and one-half of the tax on the sev- 
erance of sulphur not to exceed $100,000 per 
parish, are returned to the parishes from which 
they are collected. The remaining severance 
tax proceeds are placed in the state severance 
tax fund and after paying $1,200,000 for 
textbooks, library books, and school supplies, 
are transferred to the state public-school fund. 

Acts 1948, No. 10, amended the severance 
tax law, as last amended in 1946, by generally 
increasing the rates. Rates on most products 
were doubled or more than doubled. This act 
made no change in the provisions for the dis- 
position of severance tax proceeds. 

Acts 1948, No. 546, proposed to amend 
Article X, section 21, of the state constitution 
so as to provide for the transfer of all severance 
taxes on timber and turpentine to the state 
forestry commission. This amendment was 
adopted by the voters at the November 2, 
1948, election. Previously these taxes were 
placed in the state severance tax fund in which 
the schools share. 

Minnesota—Laws 1945, Chapter 448, con- 
tinued to apply to the years 1945 and 1946 the 
10'%4-percent rate of the occupation tax on the 
mining of iron ores. This rate was to have 
dropped to 9 percent for the year 1944 and 
succeeding years, Forty percent of the occupa- 


® Louisiana constitution, Article XII, Section 14. 





tion tax on the mining of iron ore 
the principal of the permanent schoo! {\), 
10 percent to the permanent unive: 
Chapter 445 reduced the credits allow, 
labor costs against the occupation | 
mining of iron ores. 

Laws 1947, Chapter 93, extended 
to the mining and quarrying of iron s\| 
the tonnage tax on the merchantable 
concentrate produced therefrom; this +.) 
ready applied to the mining of taconite. |; 
additional to occupation and royalty taye 
the severance of iron ore applied at the rate, 
5 cents per ton of merchantable iron ore | 
duced, plus 1/10 of 1 percent for each | , 
cent by which the iron ore content of | 
product exceeds 55 percent when dried at 2) 
Fahrenheit. Proceeds of the taconite ta, 
collected and distributed to the state and Jo, 
taxing units as follows: one-fourth to the 
general fund; one-fourth to the count 
fourth to the school district; and one-four 
to the city, town, or village in which the min 
lands are located. Chapter 193 authorized +} 
commissioner of taxation to require and ob; 
information necessary or convenient for +! 
apportionment of the taconite tax, so a : 
provide for the equitable apportionment 
the proceeds among local taxing units, wy 
the mining and concentration of the or 
carried on in different local taxing units. Cha; 
ter 541 revised the credit allowed for exce 
labor costs, against the occupation tax on +! 
mining of iron ores, to equal 10 percent 
that part of the cost of labor which is in exces 
of 40 cents but not in excess of 50 cents py 
ton of ore produced, and 15 percent of thai 
part of the cost of labor in excess of 50 cent 
per ton. Previously the 10-percent credit 4 
plied to labor costs between 30 and 40 cent 
per ton, and the 15-percent credit to costs i 
excess of 40 cents. In no case may the credi 
for labor costs exceed 75 percent of the tota 
amount of the tax to which the labor credit 
applies. Chapters 540 and 542 increased th 
rate of the occupation tax on the mining « 
iron ores from 10% to 11 percent for the yea 
ending December 31, 1947, and each calenda: 
year thereafter. 


Texas—Acts 1947, Chapter 269, increased 
the rate of the tax on producers of natural o> 
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Mom 3 to 5.2 percent of the market value of 
ban Bproduction at the well, subject to the limita- 
Brion that the rate on sweet and sour natural 
Wy ...< be not less than 11 150 of 1 cent per cubic 
4 ‘oot of gas produced; exempted from taxa- 
to apy Brion gas injected into the earth for use in “lift- 
ilphide HEME ing” oil, unless sold for that purpose ; and pro- 
) vided for taxing gas processed for its liquid 
tax ) ):drocarbon content on the basis of the value 
te. I: , M™ of the liquids extracted. One-fourth of the pro- 
) ceds of the tax on the production of natural 
|» .as is credited to the state available school fund 
onl three-fourths to the omnibus tax clearance 
count. Under the provisions of the omnibus 


tax clearance law the available school fund re- 


Tund 





en er ae 


| ceives from revenues remaining in the omnibus 
) «ax clearance account, after fixed sums have 
een appropriated for public welfare purposes 
ind teacher retirement, an amount needed to 
make an apportionment of $55 per capita of 
» the school census available for the current 


= (Diets 


le stat a 


q school year. 


H. Chain-Store Taxes 


'e Hi = Nineteen states 1° imposed chain-store taxes 
sali _ at the beginning of the five-year period covered 
by this bulletin. In one of these states—Ken- 
| tucky ‘'—the chain-store tax was declared un- 
¢ are HB constitutional, thus reducing the number of 
states employing such taxes from nineteen to 
XCESs eighteen. Kentucky did not use this form of 
taxation as a direct source of state revenue for 
It of the support of the public schools. 

KCess Taxes on chain stores, formerly often meas- 
; per ured by the volume of gross sales or gross 
receipts from sales, now apply usually in the 
form of license taxes graduated upward on the 
ap- J basis of the number of stores included in the 
chain. Taxes of this type are frequently desig- 
nated as “store license taxes.”’ 

The number of states which allocated a por- 
tion of the proceeds of their store license taxes 
| tor school purposes was reduced by one, from 
the five to four—Alabama, Florida, Texas, and 
of West Virginia—during the five years 1944 
ent thru 1948. Louisiana passed legislation in 1944 
lar [— ‘equiring parishes to use all receipts from the 
store license tax for roads and road bonded in- 
debtedness. Possibly Florida should also be 
mentioned as a state which has diverted the pro- 





ceeds of its chain-store tax, formerly earmarked 
for schools, to state general funds. The chain 
store tax law includes provisions which credit 
$600,000 of the proceeds for the payment of 
teachers’ salaries. Actually, this money is in 
cluded with the biennial appropriation from 
the state general fund for the support of the 
school foundation program. 


Legislation by States 


Alabama—Public Acts 1945, No. 430, 
transferred the adthority for licensing chain 
stores from the state department of revenue 
to county authorities of the county in which 
the principal or main store is located. License 
fees which continued to be payable to the 
state department of revenue were not changed 
but the period of their effectiveness was made 
to correspond with the fiscal year. Net collec- 
tions of chain-store license fees are credited 
to the special educational trust fund. 


Florida—General Laws 1947, Chapter 
24269, revised the term retail sales, as defined 
by the store license tax law, so as to exclude 
(a) sales in wholesale quantities at wholesale 
prices, and (b) incidental sales to consumers 
at retail prices by licensed wholesalers when 
these sales represented less than 5 percent of 
the wholesalers’ total sales. According to law, 
the first $600,000 of chain-store tax proceeds, 
after paying expenses of administration and 
enforcement and making refunds, is earmarked 
for the payment of teachers’ salaries, but in 
practice these revenues are paid to the state 
general fund and benefit the schools only in- 
directly thru legislative appropriations for the 
school foundation program. 


Louisiana—Acts 1944, No. 199, provided 
that chain-store license taxes distributed to the 
parishes in which the stores are located on a 
population basis must be used for payments on 
road bonds and other bonded indebtedness 
within the parishes; or, if there is no bonded 
indebtedness, for general purposes of the par- 
ish. Before this 1944 amendment store license 
taxes received by the parishes were used, first, 
for the liquidation of school bonded indebted- 
ness, second, for the liquidation of road bonded 
indebtedness, and third, for credit to parish 
school funds. 


% Alabama, Colorado, Florida, Georgia, Idaho, Indiana, Iowa, Kentucky, Louisiana, Maryland, Michigan, Mississippi, Montana 
North Carolina, South Carolina, South Dakota, Tennessee, Texas, and West Virginia. 





"™ Reeves v. Adam Hat Stores, 198 S. W. (2d) 789 (Ky. 1946). 
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I. Miscellaneous Excises and Licenses 


Practically all states levy one or more special 
excise (sales) or license taxes, other than those 
mentioned in the foregoing sections of this 
bulletin. These taxes have never been very 
productive of school revenues in the states as 
a whole. They declined in importance as a 
source of state school revenue during the 1944- 
1948 period. Four states—Arkansas, Rhode 
Island, Texas, and Washington—at the be- 
ginning, and two states—Rhode Island and 
Texas—at the end of the petiod derived school 
revenues directly from this source. 

Of the four states which at the beginning 
of the period in 1944 allocated a part of the 
proceeds of these taxes for school purposes, 
three—Arkansas, Texas, and Washington— 
required payment of taxes or license fees on a 
long list of sales items or businesses and occu- 
pations under general excise or privilege tax 
laws. Only one of the three states—Texas— 
increased the allocation of the proceeds for 
school purposes. The other two states diverted 
to general funds of the state proceeds formerly 
credited to state school funds. This legislation 
is reported below. 

In the fourth state, Rhode Island, all of the 
proceeds of a tax on sales at auctions has long 
been, and still is, added to the principal of 
the permanent school fund. No legislation 
affecting this tax or the use of its proceeds 
was enacted during the five years 1944-1948. 

A tendency, noted toward the end of the 
previous five-year period,'* to seek additional 
state revenues in a time of rising costs from 
new or increased tax rates on sales of so-called 
luxury items did not continue in the years 1944 
to 1948. Reasons for this discontinuance may 
have been (a) inadequacy of such luxury taxes 
to provide the amounts needed, (b) competi- 
tion in this field of the federal government 
which levied heavy wartime rates on many 
luxury items, and (c) competition of local gov- 
ernments with respect to some of the items 
taxed, particularly in the case of the admissions 
tax. 

Legislation by States 


Arkansas—Act 311 of 1945, the “revenue 
stabilization act,” diverted from special funds 
to the state apportionment fund in the state 





Education Association, Research Division. “State Tax Legislation Affecting School Revenues, 1939-1943.) Rese 


12 National 
Bulletin 22: 112; October 1944. 


18 Alabama, Kansas, Louisiana, Michigan, Missouri, New Jersey, Texas, and Washington. 
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treasury a long list of license fees or priy;), 
taxes by classifying them as “general revenyp. 
Among those so diverted, which had 
allocated entirely or partly to state , 
funds, were the license tax on vending 
chines formerly credited to the state py 
school fund and fees charged for the priviles, 
of practicing fortune telling, conducting amy, 
ment games, and holding matches and ey} 
tions licensed by the state athletic commis. 
Under the stabilization law the schools J 
with other state functions, departments, ay, 
cies, and activities in the revenues of the o» 
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apportionment fund on a percentage 4 Bea) 
tion basis. 0 

Texas—Acts 1947, Chapter 347, exempy of 
from the admissions tax the price of ticker [RB th 
of admission to fairs and exhibitions of |iy, ) 
stock if the proceeds were exclusively to +! B act 
benefit of a nonprofit organization organiz j re\ 
under the laws of Texas. The “omnibus ta) ba 
law” of Texas credits one-fourth of the pro. 9B in 
ceeds of the admissions tax directly to the J en 
state available school fund ; the other thre: Dwi 


fourths to the omnibus tax clearance fu 
Under the omnibus tax clearance law the ava 
able school fund also reserves a sufficient 


amount of any balance in the tax clearance th 
fund, after appropriating fixed sums for pul 1 ¢: 
lic welfare and teacher retirement, to provide FR 
with other available revenues for an annual J y 
apportionment of $55 per scholastic on thy , 
school census for the current school yea: . 

Washington—Laws 1945, Chapter 249 f 
diverted to the state general fund the part oi p 
the proceeds of business and occupation taxes 0 
including special sales taxes, licenses, and fees EB 


levied by the excise tax revenue act which had 
been allocated to the current school fund 
(38.25 percent) and the institutions of higher 
learning (4.08 percent). 


J. Corporation Taxes 


All states levy one or more taxes on cor- 
porations of types other than those discussed 
elsewhere in this bulletin. Nine states ar th 
beginning of 1944, and eight states '* at th: 
end of 1948, reserved all or a part of the pro- 
ceeds of such taxes for purposes of public edu- 
cation. In one of these states—Louisiana— 
the tax contributed to the support of higher 
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ducation only. Two states—South Carolina 
land Washington—diverted the proceeds of 
Buch corporation taxes from school funds to 
Seneral funds, but Washington continued to 
se the proceeds of another tax on corporations 
or the replacement of lost property tax, in- 
luding school tax revenues. 

Two states—New Jersey and New Mexico 
ded new taxes falling within this classi- 


fication but one of these states—New Mexico 


© later diverted the proceeds of the new tax 


to the state general fund. In New Jersey pro- 
ceeds of the new tax and other corporation 
taxes, allocated by law for school support, are 
F now actually merged with and become a part 
of the annual general fund appropriation for 
the public schools. 

Two states—Michigan and Missouri—en- 


acted legislation otherwise affecting school 


Ala- 


revenues from such taxes. Two states 


hama and Kansas—passed no legislation dur- 

bing the five-year period affecting school rev- 
enues from corporation taxes of the types dealt 
with in these paragraphs. 


Legislation by States 


Louisiana—Acts 1946, No. 201, reduced 
the rate of the corporation franchise tax from 
$2 to $1.50 on each $1000 of capital stock, 
surplus, and undivided profits, and revised 
slightly the provision for the allocation of the 
revenues from this tax. After using $100,000 
to pay costs of collection and the next $800,000 
for payment of the New Orleans charity hos- 
pital bonds, the act allocates to the state board 
of education an amount sufficient each year 
to meet the annual principal and _ interest 
requirements on bonds issued to raise funds 
for capital outlays of state institutions, and 
$1,217,000 to Louisiana State University to 
be used for endowment, support, maintenance, 
and capital outlays. Prior to this amendment 
the state board of education and the state uni- 
versity each received one-fourth of the revenues 
from this tax in excess of $900,000 for other 
designated purposes. 


Michigan—Public Acts 1945, Act 154, lim- 
ited the corporate organization fee of 14 mill 
on the capital stock of corporations as it applies 
to any increases in capital stock, to apply only 
to that part of the increased capital stock 
which is owned or used in business in Michi- 
gan. The constitution requires the proceeds 


of this tax to be used first to pay the interest 
on the primary-school fund. This interest is 
then added, together with the remaining pro- 
ceeds of the tax, to the primary-school interest 
fund for distribution to the schools. 

Public Acts 1947, Act 195, extended the 
application of the 2-percent tax on premiums 
of foreign insurance companies to the premi 
ums of cooperative and assessment companies, 
as well as the premiums of regular stock com 
panies or mutuals. Amounts yielded by this 
tax are included in the general fund appropria 
tion to the primary-school interest fund for 
to schools on the school 


distribution census 


basis. 


Missouri—Laws 1945, H.B. 871, page 
1023, declared the 2-percent tax on premiums 
of every insurance company doing business in 
the state and every mutual fire insurance com 
pany, one-half of which is earmarked for the 
state general fund and one-half for the county 
foreign insurance tax fund for school pur- 
poses, to be in lieu of all intangible personal 
property taxes on such companies. H.B. 887, 
page 1024, made certain changes in the admin- 
istration and collection of the 2-percent county 
foreign insurance tax without affecting the 
provisions for disposition of the proceeds. 

Laws 1947, H.B. 160, page 340, continued 
the requirement for distributing the money 
in the county foreign insurance tax fund to 
counties on the school census basis but repealed 
the provision requiring the distribution of 
receipts from this tax to schools within the 
county on the same basis. 


New Jersey—Laws 1945, Chapter 5, di 
rected the state treasurer to advance money 
to county treasurers for apportionment to 
school districts entitled to share in first-, third-, 
and fourth-class railroad taxes. Advances were 
to be made from the interest already received 
by the state on past-due railroad taxes in an 
amount equal to that which the county treas- 
urer would receive for such apportionment if 
the principal of all past-due first-, third-, and 
fourth-class railroad taxes were paid in full 
to the state. Chapter 6 provided for the dis- 
tribution to the municipalities 
school districts) of the state of an additional 
$4,000,000 from interest on past-due railroad 
taxes on the basis of the number of pupils in 
average daily attendance in residence in each 
(regardless of whether such pupils are attend- 


(including 
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ing in that municipality or elsewhere), in rela- 
tion to the total number of pupils in average 
daily attendance in all municipalities. Chapter 
162 enacted a new business corporation or 
corporation franchise tax law measured by 
the “net worth” of corporations for years 
beginning with 1946, and appropriated $4,- 
QVU,000 of the proceeds annually for the 
replacement of the so-called state school’prop- 
erty tax. “Net worth” was defined as the 
aggregate of the book value of (a) outstand- 
ing capital stock, (b) paid-in or capital sur- 
plus, (c) earned surplus and undivided profits, 
and (d) surplus reserves reasonably expected 
to accrue to shareholders. Rates were gradu- 
ated downward from 8/10 of 1 mill on the 
first $100,000 of allocated net worth to 2/10 
of | mill on the amount of allocated net worth 
in excess of $300,000. The law required mini- 
mum tax payments of $25 from domestic cor- 
porations and $50 from foreign corporations. 
The $4,000,000 appropriation was credited 
to the state school tax account in the state 
treasury to be applied in reducing the rate of 
that levy. Chapter 306 amended the corpora- 
tion franchise tax law to permit reassessment 
of past-due taxes as of January | of the year 
in which they were due, upon application by 
an interested party able to show proof of 
overassessment. 

Laws 1946, Chapter 89, credited the $4,- 
000,000 appropriation for school support from 
the corporation franchise tax to the state public- 
school account in the state treasury instead of 
to the state school tax account, and omitted 
the requirement for applying this money to- 
ward the reduction of the state school tax 
(repealed). Chapter 307 postponed dates of 
effectiveness of the tax lien under the corpora- 
tion franchise tax law as a matter of admin- 
istrative convenience. Chapter 88 credited to 
the public-school account in the state treasury 
that part of the proceeds of railroad taxes 
which previously had been designated for dis- 
tribution te counties and school districts. 

Laws 1947, Chapter 50, revised definitions 
under the corporation franchise tax law, re- 
vised one of the formulas for determining net 
worth allocated to New Jersey, and provided 
a tax table setting forth taxes computed on 
the basis of assets in accordance with which 
corporations could elect to be taxed. Chapter 
51 strengthened provisions of the law designed 


to prevent corporations from disso| 
drawing from the state, or merging wj; 
corporations without first paying thei; , 
further postponed the date of the «2; 
lien, and placed a limit of ten years op 4, 
period of time during which delinquent tay. 
could be collected. 
Laws 1948, Chapter 40, removed intano 
property from the basis of assessment , 
railroad tax and reserved for state use not op| 
the proceeds of taxes on Class I and Clas ||) 
property, as heretofore, but also the entiy 
franchise tax on railroads. One-half of +, 
railroad franchise tax proceeds was forne: 
returned to local taxing districts. From ; 
state’s share of the proceeds of the 
tax, %4 percent is retained for general sta 
use. The balance, in excess of deductions {o, 
special and higher educational purposes 
dedicated to the support of the public-schoo! 
system. In actual practice this money and aly 
all allocated proceeds of the corporation fra; 
chise tax are now merged with and indistir 
guishable from the annual legislative appropri 
ation for schools. This is in accordance wit! 
the provisions of Article VIII, section 2. 9 
the new state constitution of 1947. Chapte: 
459 redefined regulated investment companie 
and reduced from 25 percent to 15 percent of 
entire net worth the tax levied on regulated 
investment companies by the corporation fra; 
chise tax law. 


New Mexico—Laws 1945, Chapter |2s 
exempted companies operating railroad cars 
from the ad valorem tax on common carrier 
imposed at the average rate of property taxe 
levied by the school districts thru which the 
railroads pass; provided, in lieu of the ad 
valorem tax, for taxing such companies at 3), 
percent of their gross earnings from the oper 
ation of railroad cars but not in excess of the 
amount that the company would have paid if 
taxed on the former ad valorem basis: and 
allocated the new tax to the general fund o' 
the state. 

Laws 1947, Chapter 72, revised and clari 
fied provisions for adjustments and refund: 
in case the taxes paid by railroads on a gross 
earnings basis exceeded those for which the\ 
would have been liable had they been subject 


to the ad valorem tax on common carriers 


South Carolina—aActs 1945, No. 108. re- 
pealed the additional corporation license 11. 
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at | mill on the value of capital stock, 


VIN, wirh ‘ _ 
vith. was dedicated to the special state school 


with Other 






account. 

Texas—Laws 1945, Chapter 341, increased 
the tax on gross premiums of insurance com- 
panies and provided for distributing one-fourth 
of the proceeds to the available school fund 
and the other three-fourths to the omnibus 
tax clearance fund. Provisions which allowed 
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© Not only MM companies with at least one-fourth of their 
Class I] assets invested in Texas securities to reduce 
he entire their rates by the percent that investments in 
If Of the Texas securities were of all their investments 
tormerly i everywhere were changed to allow a reduction 
‘rom the MM of rates based on the ratio of the company’s 
railroad f investments in Texas securities to its invest- 
Tal state f ments in securities of the state in which the 
‘ons for MM highest percentage of its admitted assets are 
Poses, is MB invested. Chapter 14 amended the omnibus 





'c-school fF tax law by adding the tax on gross premiums 
of insurance companies to the list of those 
taxes, one-fourth of whose proceeds are cred- 


ited to the state available school fund and 





and also 





On fran 






indistin. 

















Ppropri- Hi three-fourths to the omnibus tax clearance 
ce with fund. The schools also share the balance re- 
ra 2, of f maining in the tax clearance fund, after cer- 
hapter tain fixed appropriations for public welfare and 
npanies # teacher retirement have been paid. 

cent ot 

aay Washington—Laws 1945, Chapter 148, re- 
n fran pealed the excise tax on express companies 





which had contributed to the state current 
school fund under the excise revenue act. 
Chapter 249 provided for the deposit in the 
state general fund of all revenues from cor- 
poration and other taxes levied under the 
excise revenue act, of which 38.25 percent had 
been allocated to the current school fund, 4.08 
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. Poy percent for higher education, and 57.67 per- 
oper- cent to the state general fund. 
of the Laws 1947, Chapter 259, increased the tax 
aid if levied on public utility districts for the privilege 
and of selling, generating, and distributing elec- 
id of tric energy from 2 percent of gross revenues 
from the sale of electric energy within the 
slari- state to the sum of 2 percent of gross revenues 
unds from the sale of all distributed electric energy, 
rTOSS plus 5 percent of gross revenues from the 
they sale of self-generated and distributed energy 
yject and 5 percent of gross revenues from the sale of 
energy purchased from another generating dis- 
= trict. All revenue from these taxes, except 4 





fo percent paid to the state general fund, is 
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used to reimburse counties, cities, towns, school 


districts, and road districts for property taxes 
lost thru the exemption of property of the 
public utility districts from local taxation 


K. Poll Taxes 


Four states—Indiana, Texas, Virginia, and 
West Virginia—imposed poll taxes for educa 
tional purposes at the end of the 1944-1948 
period. California in 1946 was the latest state 
to drop from this list. The Arkansas constitu 
tion also authorizes the levy of a $1 poll tax 
for the support of public schools, but the 
vield of this levy is assumed to be included 
in the biennial appropriations made by the 
legislature for school purposes. 

Only two states passed legislation affecting 
educational poll taxes in the five-year period 


from 1944 thru 1948. 
Legislation by States 


California—An amendment to the state 
constitution, adopted November 6, 1946, re- 
pealed the requirement for the levy of a $5 
educational poll tax on male inhabitants of 
the state between the ages of twenty-one and 
fifty. Proceeds of the poll tax had been credited 


to the state school fund. 


Indiana—Acts (first special session) 1944, 
Chapter 2, exempted from the poll tax during 
active service, all members of the armed forces 
and of the state militia. Fifty cents of the 
Indiana poll tax is levied for schools and is 
paid to the state tuition fund. 


L. Property Taxes 


The importance of the general property tax 
as a source of state revenue has been waning 
over a long period of time. There were still 
twenty-seven states, however, which levied 
such taxes for general or specific state purposes 
at the end of the year 1948. In one of these 
states—Oregon—the state ad valorem levy 
was completely offset by state income tax 
proceeds. In two other states—Arkansas and 
Texas—legislation passed or official action 
taken in 1947 or 1948 had the effect of abolish- 
ing the state ad valorem levy as of January 1, 
1949, or some later date. 

Like total tax collections, 





collections of 


state property taxes have risen during the 
five-year period to which this bulletin relates. 
The increase was from $249,000,000 in 1944 



























TABLE 8 —STATES LEVYING PROP- ‘to $279,000,000 in 1948,'* but the ne. 
ERTY TAXES FOR SCHOOL SUPPORT q , _— 
of total state tax collections c ad | 
PURPOSES," 1933, 1938, 1943, 1948 ame Contributed |, 
property taxes fell from 4.6 to 3.5 during 4, 
1933 1938 1943 1948 same period. 
: a ad ¢ Nine states had laws on their statute bool. 
Ala. Ala. Ala. Ala. providing for state ad valorem levies for schoo) 
Ark. Ark. Ark. Ind. — nN 
Fla. Fla. Ind. La. purposes at the end of 1948. This number j, 
Ith. Ind. La. N. Mex. , i , . 
oon a oust cludes Wyoming where the voters, in the 
La. Maine Minn. Tenn.* November 1948 election, authorized a new ¢ 
Mai Minn. Nev. Texas‘ . , ¥ Le 
a: sien Stes. eel mill levy for school purposes. In Oregon the 
gs e Mex. jo Wyo.* state school levy for the basic school support ! 
nm Texas enh fund was completely offset by state income 
— Utah tax proceeds. Texas in 1948 repealed its stay FO 
Utah property tax law effective in 1951. This lay ED 
\ 





* Exclusive of levies for the support of institutions of higher 
education. 

» Completely offset by income tax revenues. 

© Proceeds become a part of the appropriation for schools 
from the state general fund under the general education act of 
1947. 

4 State property levy repealed effective 1951. 

* Six-mill levy approved by the voters in the November 1948 


election. 





TABLE 9.—STATES LEVYING GEN- 
ERAL PROPERTY TAXES, 1933, 1938, 











included provisions for the levy for the ay, 
able school fund. Arkansas repealed al! |ay. 
for the collection of the state ad valorem levy 
including the state school levy of 3 mills, effe: 
tive January |, 1949. The yield of the autho; 
ized levy for schools in Tennessee is assumed 
to be included in the biennial appropriation 
made by the legislature for the support of the 
school foundation program. 

In addition to Arkansas and Texas, fou 











1943, 1948 states—Maine, Minnesota, Nevada, and Ney 
1933 1938 1943 1948 Jersey—took action during the period trom 
i 2 3 rr 1944 thru 1948 to abandon their state ad 
An ye a rr valorem levies for school purposes. 
Ariz. Ariz Ariz. Ariz. » ae 
pone yng poy nate, » Legislation by States 
- + ora sag + ge Alabama—Public Acts 1945, No. 127. 
Ga. Ga. Idaho Idaho exempted from all state, county, and municipal 
Idaho Idaho Ind. Iowa ‘ . ‘ aa " . 
Ul. Ind. Kane. a taxation, including the constitutional 3-mil! 
ewe a or pe. levy for schools, that part of the property of 
Kans. Ky. Maine Maine nonprofit corporations or associations, formed 
= eas ol a. for the social or literary advancement of thei: 
Maine Md. Miss. Miss. members, which is used as an adjunct to or in 
Md. Minn. Mo. Mo. ° ° : : 
Minn. Miss. Mont. Mont. connection with a college or a university. Act 
Miss. Mo. Nebr. Nebr. ; , op- 
— om — oe No. 485 declared all U. S. government prop 
Mont. Nebr. N. Mex N. Mex. erty upon which Congress has waived tax im 
Nebr. Nev. Oreg. Oreg.» ie : P , Esomel ar 
Nev. NH. S. Dek. Ten. munity subject to state, county, municipal, | 
*. . N. Mex. tom. Texas ° other local taxation in Alabama. This applies 
‘ Oreg. Utah aye e . . 
Cis. Ss. C. Ure wasn. to buildings erected by the United States on ; 
Oreg. S. Dak Wash. Wis. the land of another owner which would be 
s. Cc, Tenn. Wyo. Wyo. 4 
S. Dak. Texas considered personal property under Alabama 
Tenn. Utah law ; 
Texas Wash. : 
ee = Arkansas—Acts 1945, No. 311, the reve 
= nue stabilization law, classified as “general 
aa revenues” for deposit in the state apportion- 





* Laws for collection of tax repealed effective January 1, 


1949. 


ment fund of the state treasury the yield of the 


9-mill state ad valorem tax, including the 3 
mills levied for school purposes. Percentage F_ 


» Completely offset by income tax revenues. 
© Levy of state ad valorem taxes prohibited effective in 1951. 





™ U. S. Department of Commerce, Bureau of the Census. Summary of State Government Finances in 1948. G-SF48-No 


q Washington, D. C.: the Department, May 1949. Table 1, p. 5. 
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!Jocations for schools and other purposes from 
he state apportionment fund, however, pro- 
ide for the inclusion of the yield of the 3-mill 
-hool tax in the percentages allotted for 
. -hools. Act 53 created a state board of fiscal 
control consisting of the governor, secretary 
of state, state treasurer, state auditor, attorney 
general, comptroller, director of highways, and 
hank commissioner, and charged the board with 
the duties of (a) fixing the ad valorem tax 
rate for state purposes and (b) levying the 


§ full rate unless the general assembly has made 
S funds available from sources other than ad 


valorem taxes for the reduction of the ad 


valorem rate. 
Acts 1947, No. 115, levied a property tax 


. of 6.5 mills for state purposes for the year 


1947, Altho the rate of the total tax was 
reduced, the 3-mill rate for schools included 


' therein was unchanged. Act 110 repealed, effec- 


tive December 31, 1947, all laws for the levy 


) of ad valorem taxes for state purposes levied 


for years beginning with 1948. 

Indiana—Laws were passed in 1945 affect- 
ing revenues from the state school property 
tax of 7/10 mill on real and personal property 
and the tax of %4 of 1 percent on the value of 
intangibles, a part of which is also allocated 
for schools. Act 1945, Chapter 33, declared 
U. §. government property and any right, 
title, interest, claim, or lease, in, to, or of such 
property, which the state is not prohibited from 
taxing, to be subject to assessment and taxa- 
tion as other property. Chapter 51 provided 
that for purposes of computing the intangibles 
tax, judgments were of no value until a pay- 
ment had been received in discharge, or par- 
tial discharge thereof ; and reduced the penalty 
for nonpayment of the intangibles tax from 
four times the amount of the tax plus 10 
percent annual interest to 10 percent of the tax 
plus 6 percent interest. Ten percent of the 
intangibles tax is placed in the state general 
fund, 62.5 percent is paid to the state school 
tuition fund, and 27.5 percent is distributed to 
counties in proportion to the assessed valuation 
of real property. The school funds of the town- 
ships, towns, and cities within the counties 
receive 75 percent of the amounts received 
by the counties. 

Acts 1947, Chapter 352, extended to dis- 
abled veterans of World War II and their 


widows the property tax exemption already 
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allowed veterans of World War | and thei: 


widows, and increased the aniount of the 


exemption from $1000 to $2000. 


Louisiana—Laws 1944, Act No. 64, pro 
vided for the first time for reimbursing gen 
eral and special funds of the state and the 
political subdivisions, including the state public 
school fund and parish-school funds, for the 
full amount instead of a determined percent 
age of the $2000 homestead tax exemption 
from revenues in the property tax relief fund. 
Two and one-half mills of the total state 
ad valorem tax rate is levied for the state 
public-school fund and ™% mill for the state 
university. Act No. 310 proposed an amend 
ment to Article 10, section 4, of the Louisiana 
constitution repealing a provision which had 
exempted from all taxes for a_ three-year 
period new homes and improvements built after 
January 1, 1938. This amendment was adopted 
November 7, 1944. 

Laws 1946, Act No. 401, 
amendment to Article 10, section 4, of the 
constitution reducing from ten to five years 
contract could be 


proposed an 


the period for which a 
granted for the tax exemption of new manu 
facturing establishments, but providing for 
a renewal of the contract for another five years 
upon application within ninety days preceding 
the expiration of the initial five-year period; 
removed the three-year limit on the time for 
making such contracts; provided that the ex- 
emption did not apply to new establishments 
constructed prior to, or placed on the assess 
ment rolls for, the year 1946; and required 
property of exempted establishments to be 
listed on the assessment rolls even tho no 
taxes are paid on it during the exemption 
period. 

Acts 1948, No. 547, proposed an amendment 
to Article 10, section 4, of the constitution 
which would exempt $5000 of the value of 
the homesteads of veterans of World War II 
until 1954. 

Maine—Public Laws 1945, Chapter 90, 
limited the exemption of federally owned prop- 
erty from taxation by the state of Maine or 
its subdivisions to the extent that the taxation 
of such property was prohibited by the con- 
stitution or laws of the United States. Chapter 
41 omitted a former requirement that the 
school tax on unorganized territory be added 
to the state school tax. Chapter 350 repealed 












the law which had levied a state school tax 
of 3% mills for the benefit of the state school 
fund. 


Maryland—Acts 1947, Chapter 188, re- 
pealed an obsolete section of the law which 
provided for the levy of a 15-cent state school 
tax. In practice the state school levy has been 
replaced by general fund appropriations since 


1921. / 

Minnesota—Laws 1945, Chapter 453, con- 
tinued indefinitely the exemption of money and 
credits from the property tax, originally pro- 
vided for in 1943, for the years 1943 and 1944 
only. Prior to the original exemption in 1943, 
the money and credits tax was collected in 
the counties with 1/6 of county collections 
going to the state general fund and ™% to 
school districts in which the property was 
located. Chapter 44 added a provision which 
prevented members of the armed forces from 
losing their eligibility for the $100 personal 
property tax exemption allowed “householders” 
because of their absence from Minnesota. 
Chapter 421 suspended for the year 1946 the 
levy of 1.0 mill of the 1.23 state school tax, 
leaving only the .23 mill rate levied for the 
state university fund. The suspended 1-mill 
levy has not been restored and is held to be 
repealed by implication.’® 

Nevada—Laws 1945, Chapter 247, fixed 
the rate of the tax levy for all state purposes 
at 64 cents on each $100 of the value of tax- 
able property. This tax levy included 19 cents 
for the state distributive school fund, ™% cent 
for the aid to rural schools fund, 2% cents for 
the public-school teachers retirement fund, and 
a total of 15 cents for the state university. 

Laws 1947, Chapter 279, also levied a total 
rate of 64 cents for all state purposes, but 
omitted any levies for the state distributive 
school fund and the aid to rural schools fund. 


New Jersey—Laws 1944, Chapter 24, re-* 


pealed the provision which had specifically 
exempted from state and local taxes within 
the state, including the state school tax, prop- 
erty owned by the United States government. 
Chapter 54 repealed the provision which had 
exempted from state and municipal taxation 
all lands ceded to the United States govern- 
ment as long as they continued to be federally 
owned. Chapter 108 named certain conditions 


% Opinion Attorney General, No. 519, August 6, 1947. 





under which delinquent propert 
paid in instalments. 

Laws 1945, Chapter 6, required ¢] ;, 
received by municipalities from the $4 9 
000 distribution of interest collected 
state on past-due railroad taxes to be \,, 
in the receiving municipalities toward 4, 
reduction of the state school tax. Chapter ; 
excluded intangible property from the | ropert 
tax base in New Jersey, except in the ca, 
of certain businesses and occupations. Ch ipte 
164 provided for the reduction of the g, 
school tax by an appropriation of $4,(00 00 








from corporation business tax proceeds. Ch, 

ter 251 provided for the distribution to schoo 
districts of any amount of interest on the st 
school tax held by the state treasure: except 
districts coterminous with municipalities whic 
have not paid in full amounts due as interey 


on the state school tax for any year. 

Laws 1946, Chapter 88, repealed the prov; 
sions of the law imposing the state school tay 
and all other statutes inconsistent with such 
repeal. 

New Mexico—Laws 1945, Senate Joint 
Resolution No. 3, proposed an amendmen 
to the state constitution, continuing in effec: 
tax liens on property of counties, towns, cities, 
school districts, and other municipal corpor 
tions, and on property used for charitable and 
educational purposes, when these liens were 
in effect prior to the attainment by the property 
of a tax exempt status. This amendment was 
adopted November 5, 1946. The New \exic 
constitution requires the levy of 1% mill on 
each $1 of the value of taxable property fo: 
the benefit of the state current school fund. 

Laws 1947, Chapter 11, limited to ten year 
after its first omission from assessment the 
period during which omitted real estate ma) 
be placed upon the tax rolls and assessed fo 
state and local taxation. Chapter 79 allowed 
to women members of the armed forces the 
$2000 property tax exemption already allowed 
to “soldiers, sailors, and marines” and required 
persons eligible for this exemption to have 
established residence in New Mexico prior to 
January 1, 1947. Chapter 86 declared certain 
types of structures (dams, reservoirs, tanks, 
canals, etc.) used for irrigation, stock watering. 
water rights, or private roads to be assessed 
as appurtenances to the land which they serve 
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nd their value to be included in the value 










































a such land. 
Ie amoun Oregon—Laws 1947, Chapter |, provided 
© $4.0 or the inclusion in the annual state property 
ed by th evy, beginning Ww with the year 1947, of an 
» be e mount sufficient to produce $50 per school 
Ward sh. Mileensus child. This tax was to be levied in 
ipte 163 © ddition to all other state taxes, except that 
* Propern the 2-mill levy for the state elementary-school 
the cas e fund and the transfer from income tax reve- 
Chapte, Jgenues to the state school support fund were to 
the stare [be omitted in any year in which this tax was 
000.099 Femlevied. In lieu of former transfers from income 
Ns. Chap Prax revenues to the state school support fund 
© sedied T this tax would be offset by transfers from 
the state [pincome tax revenues to the new basic school 
, excep, & support fund, to which fund the $50 per-capita 
: which Stax is also credited. All property taxes levied 
interes [ee for state purposes in Oregon are completels 
offset by transfers to state funds from state 
€ provi. {ey income tax revenues. 
‘ool tax J) Texas—Acts 1945, Chapter 53, removed 
‘h such [R® the specific limitation on the state school levy, 
' which had been fixed at a rate sufficient to pro- 
- Joint Je) duce with other available revenues from state 
1dment non-ad valorem sources an apportionment of 
effect $22.50 per scholastic on the school census, 
Cities, and required instead a levy at a rate sufficient 
rpora- to produce the amount per scholastic fixed by 
le and the state board of education, not in excess of 
were the maximum rate fixed by law. Chapter 219 
yperty allowed the apportionment of taxes, penalties, 
we interest, and costs among the owners of land 
lexico held under joint ownership, and against which 
le suit had been brought for payment of delin- 
» hes quent taxes, so that the amount apportioned 
id. to each owner could be paid separately. 
— Laws 1947, Senate Joint Resolution No. 4, 
the proposed to amend the Texas constitution by 
ees reducing from 35 cents to 30 cents on each 
bn $100 valuation the limitation on the state ad 
wed valorem levy, exclusive of levies to pay the 
the public debt and for the support of public free 
wed schools, but providing for an additional levy 
Saal of 5 cents per $100 for the purpose of acquir- 





ing, constructing, and equipping buildings and 












jave 

a. other permanent improvements at the state 
rs university. This amendment was adopted in 
re the election of August 23, 1947. House Joint 
me Resolution No. 24 proposed a constitutional 
ed amendment which abolished the state ad val- 
me orem tax for general revenue purposes, includ- 





Delaware, Florida, Idaho, Mississippi, 









Montana, New Hampshire 
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ing the rate levied for schools, beginning with 
January 1, 1951. An exception was made in 
the case of certain counties where agreements 
for tax donations were in effect, for the dura 
tion of the donations. The voters ratified this 
amendment in the election of November 2, 
1948. House Joint Resolution No. 25 provided 
for the continuance of the homestead exemp- 
tion in the tax donation counties where the 
state tax is still levied. 
Utah—Laws 1947, Chapter 114, 
the provision of the law which required the 
amount of money covered into the general fund 
from state individual and corporation income 
tax proceeds to be used toward the reduction 
of the state property levy and changed the 
requirement for the state school levy. Instead 
of a levy which with other available revenues 
in the district school fund would produce $25 
per child of school age, this act required a 
state levy which with income and intangible 
in the uniform school 


repealed 


property tax revenues 
fund would be sufficient to supplement as nec- 
essary the required district tax levy in paying 
the cost of operating the legally defined mini 
mum school program. 

W yoming—Laws 1947, page 259, proposed 
Article XV, section 15, of 
state constitution, authorizing a state 6- 
mill levy for the support of schools. This 
amendment was ratified by the voters in the 
election of November 2, 1948. 


an amendment to 
the 


M. State Tax Surveys and Commissions 
Under this head are included laws and reso 
lutions providing for special committees or 
commissions authorized to make (a) general 
studies of the state educational system, includ- 
ing provisions for public-school support; (b) 
special studies of public-school revenues; and 
(c) studies of the entire state tax structure. 
Nine states '® authorized studies of the first 
type. Iwo states—Mlassachusetts and New 
Jersey—provided for making studies of the 
second type. Three states—Oregon, New 
Hampshire, and New Jersey—also provided 
for making the third type of study. In connec- 
tion with the studies of all of these states, 
school revenue problems were among those 
mentioned for special consideration. 


Legislation by States 
Delaware—Laws 1945, Chapter 330, au- 





New Mexico, North Carolina, and South Carolina 





Se a eas CE ea 


i 
oe ed 


thorized the appointment by the governor of 
a ten-member bipartisan commission to study 
certain aspects of the public-school system of 
the state, including the reorganization of 
school districts and inequalities in available 
state and local funds from district to district. 


Florida—Senate Concurrent Resolution 
No. 3 of 1945 directed an already established 
citizens committee on education to expand the 
scope of its studies to include a survey which 
would provide a basis for a sound program of 
future development of the system of higher 
education in the state. 


Idaho—Session Laws 1945, Chapter 191, 
created a five-member citizens committee to 
study the entire school system of the state 
from the common schools to the university, the 
purposes for which public funds were allocated 
and used, and the financial ability of the state 
to maintain the existing system. 

Session Laws 1947, Chapter 268, repealed 
the act of 1945 which provided for the crea- 
tion of a commission to study the system of 
public education. 


Massachusetts—aActs and Resolves 1945, 
Chapter 88, resolved to establish a committee 
to study the subjectmatter of a series of reso- 
lutions’ adopted by previous legislatures. Among 
the previously adopted resolutions was one 
providing for a special committee to determine 
the proper division of responsibility between 
the commonwealth and its subdivisions for 
the support of public education within the 
commonwealth. 

Acts and Resolves 1946, Chapter 82, di- 
rected the attention of the committee estab- 
lished by Chapter 88, Acts and Resolves 1945, 
to the subjectmatter of certain state documents, 
among others, which related to (a) appropria- 
tions for an equitable revision of the system of 
state reimbursement to cities and towns for 
educational purposes; (b) state aid for public 
schools; (c) the advisability of increasing the 
amount of state income tax proceeds paid to the 
city of Boston for the establishment of a single 
salary schedule in the public schools of that 
city; (d) the furtherance of public-school edu- 
cation in the commonwealth; and (e) increas- 
ing payments by the commonwealth to cities, 
towns, and union school districts for increas- 
ing the salaries of school teachers. 

Acts and Resolves 1947, Chapter 1, estab- 
lished a new temporary commission charged 






( 





with (a) obtaining information relatiy. , 
state and municipal finance to be used as 3 | 
for recommending legislation outlined j, 
governor's address; (b) studying finane; a an{ 
other relationships between the comm 10NWealsh 
and municipalities, including the distr; ers: 
of grants-in-aid and shared taxes, present st.» 
and local tax structures, and the status of sh, 
real property tax in municipalities; and 
recommending new revenue sources. 





ym 





akin 








cal 


he ci 
ir) 19 
mptt 
oint 
Mo in 


Mississippi—Laws 1944, Chapter %; Bid fe 


) 
Senate Concurrent Resolution No. 15, py. Ne 
vided for the appointment of a committee « Me?" 
nine members to make a detailed study of th. Mees"! 
educational system of the state, including js, (eet 
financial administration and its increasing coy Jee!" 
to the state in relation to the revenues ay,i|. Jee"! ' 


able for meeting such cost. 








Laws (extra session) 1945, Chapter 6 N 
continued for another year the committee ap. JNO. 
pointed to make a study of the state educational Mito 
system, authorized by Laws 1944, Chapter Hto ™ 
365. situa 


Laws 1946, Chapter 498, Senate Concur. [to t 
rent Resolution 26, appointed a five-member J buil 
recess committee to investigate and report to [ex 
the next regular session of the legislature con in-a 
cerning methods of apportioning state appro- 
priations for the support and maintenance of 
the common schools. 


Montana—Laws 1945, Chapter 154, pro 
vided for the appointment by the governor of 
a nine-member committee to study all classes 
of school districts with respect to their fi- 
nancing and other subjects. The bill embody- 
ing the recommendations of this committee 
failed to pass in the 1947 legislative session 
but the committee was superseded by a citizens 
committee on education which cooperated with 
civic and educational groups of the state in 
drafting a refinancing bill for introduction in 
the legislature of 1949. 


New Hampshire—Laws 1945, Chapter 
100, provided for a study of the financial struc- 
ture of the state by a five-member interim com- 
mission to be appointed by the governor. Chap- 
ter 233 provided for a five-member commission 
which was to study the state educational sys- 
tem and the sources of its financing and report 
to the 1947 legislature. 

New Jersey—Laws 1945, Chapter 15/. 
created a permanent special state tax commis- 
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on tax policy charged with the duty of 
Ling a continuous study of the state and 
anitig * ° 


4] tax structure, including the impact of 
We . ‘ 


m 


deral laws on the state tax structure. 

Laws 1948, Joint Resolution No. 8, directed 
e commission on state tax policy, created 
|, 1945, to study the effect of statutory ex- 
mptions on the tax structure of the state. 
»int Resolution No. 6 created a commission 
» investigate the question of additional state 
bid for schools. 


New Mexico—Laws 1947, Chapter 178, 


by ppropriated $37,500 from the state school 


qualization fund for the expenses of an edu- 


B-ational survey board created by the act and 


-harged with investigating educational needs 
and facilities within the state and all problems 


Irelating to the educational program. 


North Carolina—Laws 1945, Resolution 
No. 49, directed the state board of education 
to appoint five of its members as a committee 
to make a special study of the school building 
situation in the state, with special reference 
to the ability of counties to provide suitable 
buildings and the advisability of replacing the 
existing system of loans with state grants- 


in-aid. 


Laws 1947, Chapter 724, authorized the 
appointment of a special commission to study 
educational problems to the end that a sound 
over-all program of education might be de 
veloped. 

Oregon—Laws 1945, Senate Joint Resolu 
tion No. 2, provided for the creation of a thir 
teen-member tax study commission to make 
an analysis of the entire state tax structure, 
including, among other things, sources of reve 
nue for state and local governments, the rela 
tion of the state to its tax-levying subdivi 
sions, the proportionate share of government 
costs borne by real estate, the effect of a reduc 
tion in state income taxes, and the needs and 
requirements of public education in all its 
branches, particularly the share of educational 
costs that should be borne by the state. 

South Carolina—Acts 1945, No. 226, con 
firmed the authority of a committee appointed 
by the governor to make a study of the public 
school system and the funds available for its 
financing. 

Acts 1947, No. 294, authorized 
quested the governor to appoint a commission 


and re 


of not more than nine members to study the 
public-school system. 








III. School Lands and Permanent School Funds 


Probably the great expansion of federal land 
holdings during World War II has aroused 
public interest in the whole question of pub- 
lic lands, their administration, and the use of 
the revenues which they produce. At any rate, 
state legislatures have passed a rather large 
body of legislation relating to state lands and 
the income from them. Below are cited the 
laws passed by seventeen states relating espe- 
cially to state school lands and funds. Laws 
relating to federal payments to states and their 
political subdivisions from the income from 
federal lands and laws relating to public lands 
owned by the counties and school districts 
have not been included. 

The bulk of this legislation consisted of re- 
visions of administrative regulations, particu- 
larly with respect to the leasing of state school 
lands. Ten states amended their laws with re- 
spect to requirements for investing permanent 
school funds. A few of these states eased re- 
strictions placed on investments of such funds 
in farm mortgages by legislation enacted dur- 
ing the depression and postdepression periods. 

Legislation by States 

Arizona—Laws (second special session) 
1944, Chapter 4, appropriated $689,383 for 
the reimbursement of certain state permanent 
funds, including educational funds, for losses 
suffered thru investment of the fund principal 
in farm mortgages. Of the total amount appro- 
priated $499,891 was available for the reim- 
bursement of losses to the permanent school 
fund, and $172,283 for losses to the university 
fund. 

Laws 1945, Chapter 9, gave permission for 
the investment of the principal of permanent 
funds in general obligations as well as improve- 
ment bonds of the state, counties, incorporated 
cities and towns, and school districts and re- 
quired such bonds or securities to be itemized 
and inventoried by the state auditor prior to 
their deposit for safekeeping. 

Arkansas—Acts 1945, No. 53, authorized 
the investment of that part of the common 
school fund which was derived from ad va- 
lorem taxes in interest-bearing, direct, or gen- 
eral obligation bonds of the U. S. government 
and the state. The total of such investments 
was limited to 65 percent of average daily bal- 
ances for the two years immediately preceding. 






California—Statutes 1947, Chapter yy 
required any amount in the state treasury ;,,, 
credit of the permanent school fund iy «,,, 
of $10,000 to be invested in government |, 
whether or not such excess was derive, §, 
the proceeds of sales of school lands. Boar’ 

Colorado—Session Laws 1945. Chapre fe 
223, restricted the investment of state py) : 
school funds in U. S. bonds and other ob) 
tions of the federal government to those “ 
which principal and interest payments are ,,. 10" 
conditionally guaranteed and which cay Bhe i 
purchased at a price that will provide ay . BE pe!! 








nual return on the investment of not Jess +| Bex pet 
3% of 1 percent. The same act reduced {x — M 
$10 to $5 per acre the minimum value of ; Bade 
lands in which school money could be inves, the 5 
and increased the maximum amount of : kecur 
loan that could be made from school funds «) Hand 

such lands from $10,000 to $25,000. 1). Be addit 
limit on the amount that could be loaned », Hot 
any one person was increased from one-th cipal 
to one-half of the appraised value of the secu. HBpure 
ity offered. The act authorized a state tax ley, BB miss 
for the reimbursement of any losses to peri hear 


nent school funds resulting from the fo taili 
closure of mortgages on property in which : n a 
funds were invested. than 
Idaho—Session Laws 1945, Chapter 132 Ee! 
required all receipts to the state of [dah 
under the federal oil and mineral leasing 
to be added to the public-school income fw | 
Laws 1947, Senate Joint Resolution No. + ree 
amended the constitution so as to include star 
bonds in the list of securities in which sta 
permanent funds, other than proceeds of s:' 
of university lands, may be loaned. 
Indiana—Acts 1945, Chapter 85, reduc 
to 4 percent the interest rate on any loans {01 
the principal of the common school, conyres 
sional township, and permanent universit 
funds held in the county and on which +! pre 
county pays 4 percent interest to the state 
Acts 1947, Chapter 110, permitted borro\ Ns 
ers from the state permanent funds to rep: 
the entire amount of their loans at any tin 
during the first year of the loan by paying 0 
year’s interest in addition to the borrowe: 
principal. Chapter 251 required county a. 
tors to forward with any payment of the p:' 
cipal of the common school or permanent \ 
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" fund, a copy of the resolution of the 
sty council electing to surrender the cus 
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i, of such funds to the state and to include 


rest on the amounts paid for the previous 
7 months. This act also authorized the state 
d ot finance to advance money to county 


ds of commissioners who had not elected 
surrender custody of the principal of the 


( 
»mmon school or permanent university funds 


nd are without sufficient funds to meet appli- 


ations for loans. 

lowa—Laws 1947, Chapter 242, authorized 
he investment in U. S. government bonds of 
bublic funds not needed for current operating 

»xpenses of the state government. 

Minnesota—Laws 1945, Chapter 312, 
bnade more definite the method of computing 

he yield and of amortizing the cost price of 
securities in which the permanent school fund 
and other state trust funds are invested. In 
addition, it directed specific fund accounting 
of profit from the sale of securities to the prin- 
cipal of the individual trust fund used in the 
purchase. Chapter 321 authorized the com- 
missioner of conservation to grant, after public 
hearings, leases and licenses for the deposit of 
tailings from an iron ore or beneficiation plant 

n any public lake for periods of not more 
than twenty-five years, if it is determined that 
such use of the public lake would be in the best 
nterest of the public and would not result in 
pollution and sedimentation of 
stream. Moneys received from such leases are 
redited to the permanent school fund. 

Laws 1947, Chapter 323, provided that a 
longer period of notice of cancellation of tem- 
porary leases of unsold school, university, or 
other public lands, than the customary three 
months, could be required in leases for storing 
ore, waste materials from miries, or rock or 
tailings from ore milling plants. 


any outlet 


Mississippi—Laws 1944, Chapter 18, ap- 
propriated $124,381.90 for paying the interest 
due on the Chickasaw School Fund for the 
fiscal years 1944 and 1945. Chapter 190 ex- 
tended for two years, thru 1944 and 1945, 
the discretionary authority granted by an ear- 
lier law to county superintendents of education 
to waive the lien for annual rent on agricul- 
tural products grown on sixteenth section or 
other agricultural lands held or owned by 
the county for the benefit of the public schools. 

Laws 1946, Chapter 176, continued indefi- 


nitely the authority of county superintendents 
of schools to waive the lien for annual rent 
of agricultural products on school lands but 
Chapter 443 repealed this authority. Chapte: 
443 further provided for leasing sixteenth sec 
tion lands not under lease, or with respect to 
which the leaseholder has not applied for a 
renewal of the lease, under approximately the 
same conditions as when applications are re 
ceived for renewal; permitted payments of 
ninety-nine year leases in annual instalments ; 
that 
within a municipality are leased for a gross 


and. required when sixteenth sections 
sum for ninety-nine years, the gross sum must 
be treated as principal and invested, and only 
the income from the investment may be spent 
for current school operating expenses, and that 
when such lands are leased for a gross sum fot 
a period of less than ninety-nine years, only 
such part of the gross sum may be spent each 
year as is obtained by dividing its total amount 
by the number of years during which the lease 
is to run. 

Missouri—Laws 1945, S. B. 358, page 
1687, and S. B. 210, page 1634, revised forme: 
laws relating to the administration of the pub 
lic (permanent ) fund the 
seminary (permanent university) fund, respec 


school and state 
tively. The new laws provided for the com 
plete separation of the administration of the 
two Administration of the 
fund was transferred from the state 


of education to the board of curators of the 


funds. seminary 


board 


university. 

Laws 1947, S. B. 47, page 296, transferred 
from the state superintendent of education to 
the state director of revenue the authority to 
accept gifts to the state on terms and condi 
tions agreed upon between him and the donor. 
Proceeds of such gifts are automatically cred 
ited to the state (permanent) school fund un 
less otherwise directed by the legislature. Laws 
1947, H. B. 140, page 298, clarified pro 
cedures and strengthened the law relating to 
escheats to the state. The list of types of un 
claimed money property that may be classified 
broadened. Proceeds of 


as “escheated”’ was 


escheated are a source of 


revenue for the state school (permanent) fund. 
Nebraska—Laws 1945, Chapter 175, 
changed the name of the tormer “board of 


sales of property 


commissioners,’ composed of the governor, sec 
retary of state, treasurer, attorney -general, and 
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superintendent of public instruction, to the 
“board of educational lands and funds.”’ Chap- 
ter 176 waived until April 1, 1945, the interest 
due on school land rentals which were delin- 
quent prior to December 31, 1940, provided 
the original amount ef the rental with interest 
at 7 percent from April 1, 1945, to date of 
payment were paid on or before July 1, 1946. 
Chapter 180 required all bonds belongjng to 
the permanent school fund, the permanent uni- 
versity fund, the normal endowment fund, or 
the veterans relief fund to be stamped by the 
state treasurer with the name of the fund to 
which each belongs. 

Laws 1947, Chapter 235, placed the sole 
responsibility for holding hearings on the rais- 
ing or lowering of school land values on the 
state board of educational lands and funds, 
instead of the state board and the county boards 
of commissioners jointly, as formerly ; author- 
ized the board of educational lands and funds 
to adopt rules and regulations concerning the 
leasing of school lands as it deemed necessary 
to protect the interest of the state and of the 
trust; eliminated a provision that in the case 
of two or more applicants for the same parcel 
of land, the lease should be granted to the 
one who would pay the largest cash bonus in 
addition to the annual rental; and substituted 
requirements for promises for carrying out the 
rules and regulations of the state board with 
respect to soil conservation, and the payment 
semiannually in advance of the required rental. 
The maximum term for which a lease of school 
lands could run was reduced from twenty-five 
to twelve years. 


Nevada—Statutes 1947, Chapter 66, de- 
leted the requirement of the law which fixed 
4 percent as the minimum rate of interest that 
could be paid on county bonds in which perma- 
nent school funds could be invested. 


New Jersey—Article VIII, section 4, of 
the new constitution adopted in 1947 requires 
the state school fund to be securely invested 
and preserved as a perpetual fund “to be ap- 
propriated annually for the support of free 
schools” and prohibits the state legislature 
from borrowing, appropriating, or using money 
for the school fund “for any other purpose 
under any pretense whatever.” 

Laws 1948, Chapter 94, granted permis- 
sion for the investment of state funds in new 
bonds of municipalities, if the bond issues have 
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been approved by the state board oj 
governments or the state funding comm, 


New Mexico—Laws 1945, Hoyco 1 
Memorial No. 1, requested the U. §. Co, 
to grant 10,000,000 acres of federal] Be 
lands, situated in the state of New Me 
to the state as a trust and to make such ,. 
subject to the same limitations and restyi 
as previous grants. A further request was » 
for the inclusion in the 10,000,000-acre « 
of 1,500,000 acres for the postwar gro. 
and expansion of the public schools. 

Laws 1945, Chapter 111, provided {o, 
visions in the form prescribed for Jesse. 
state oil and gas lands and added to +}, 





quirement for. the payment to the state by «. aut 
lessee of a royalty of one-eighth of the »» fede 
proceeds of any sales of gas from each , for 
well on the land, a proviso under which ; gag 
state could demand payment of a royalty ; sitt 
gas produced, at a price per 1000 cubic {esol 
equal to the maximum paid for gas of like :; mo 
and quality in the area. Royalties from mine; the 
oil, and gas leases of state school lands . the 
added to the permanent school fund; royalria ce 
from such leases of lands owned by the hig) ren 
educational institutions go to the endowmer I 4! 
funds of the respective institutions. Chapte I Pu 
113 provided that the state lands commission bos 
must mail to the lessee notices of cancellati the 
on which rentals are delinquent within nine: lar 
days of the beginning date of delinquency for 

Laws 1947, Chapter 200, further revis va 
the form of oil and gas leases issued by th HP® 
commissioner of public lands and fixed + ex 
amount of royalty to be paid on gas produce int 
under lease at one-eighth of the cash valu I P* 
of production from the leased premises, su CO 
value to be determined as (a) the net pro-  ™ 
ceeds from the sale of such gas, or (b) 5 cents  % 
per 1000 cubic feet, whichever is greater. Thy BF ™ 


provision of the law, prior to 1947 amendmen: 
which permitted the lessor to demand paymen' 
of royalty on the basis of the maximum pric 
per 1000 cubic feet, was continued but th 
commissioner of public lands was authorized 
at his discretion, to reduce the royalty valu 
of the gas produced to not less than the ne: 
proceeds from sales. . 
North Dakota—Laws (special sessio' : 
1944, Chapter 35, decreased from 5 to 3). F 
percent the rate of interest borne by mortgage: 
on farm lands in which permanent funds 0! 
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"accepted title to the lands in lieu of foreclosure 
Sof the mortgage. 


1ommon schools and higher educational insti- 
tions are invested. Chapter 163 permitted 
urchasers of university and school lands, other 
han original grant lands, to make advance 
stalment payments on the purchase price on 
ny interest-paying date. Chapter 167 in- 
reased from twelve to twenty years the period 
or which first mortagages on farm lands may 
be given to secure a loan from permanent 
school funds. Chapter 171 canceled taxes and 
ax liens on lands mortgaged to secure a per- 
anent school fund loan, when the state has 


South Dakota—Laws 1945, Chapter 37, 


authorized the state to convey by quit claim 


deed any interest in lands acquired thru the 
foreclosure of a permanent school fund mort- 
gage to the county in which the lands are 
situated, when the county has acquired the 
sole beneficial interest in such lands thru the 
mortgage foreclosure and when the title of 
the county to the lands has been impaired by 
the state’s interest. Chapter 66 revised the pro- 
cedure to be followed by county treasurers in 
remitting to the state amounts due to funds 
administered by the commissioner of school and 
public lands. Chapter 68 authorized the state 
board of school and public lands, subject to 
the approval of the governor, to exchange 
lands belonging to the permanent school fund 
for Indian lands of like area, quality, and 
value, under agreement with the U. S. De- 
partment of the Interior. Chapter 164 required 
escheated personal property to be converted 
into money before being credited to the state 
permanent school fund and also permitted such 
conversion in the case of permanent improve- 
ments of real property having a value of less 
than $1000. Chapter 359 authorized the invest- 
ment of all general, special, permanent, trust, 
and any other funds of the state and its politi- 


cal subdivisions not needed to defray current 
government operating expenses, in securities 
of the U. S. government which are redeem- 
able within sixteen months after purchase. 

Laws 1947, Chapter 56, fixed the minimum 
rent that could be charged on term leases of 
school and endowment lands at 2.5 percent 
of the average assessed valuation of taxable 
lands in the school district where the lands 
are situated, during the year preceding the 
leasing. Chapter 252 proposed a constitutional 
amendment, adopted November 2, 1948, giv- 
ing to any existing lessee of school and public 
lands prior option, at the expiration of the 
period of his lease, to renew the lease for an- 
other five years at the current prevailing rental 
without public advertising. 


Texas—An amendment to Article III of 
the Texas constitution, adopted November 5, 
1946, authorized a $25,000,000 bond issue for 
the purpose of creating a veterans land fund 
and gave preferential right of purchase of 
such bonds to the administrators of the various 
teacher retirement funds and the permanent 
university and the permanent free school funds. 

Acts 1947, Chapter 289, extended the gulf- 
ward boundaries of all coastal counties to the 
“continental shelf” and declared the area of 
such counties between the coastline and the 
continental shelf to be a part of the public 
free school lands, subject to all constitutional 
and statutory provisions pertaining to the 
use, distribution, sale, and lease of other public- 
school lands. Chapter 150 authorized the state 
board of education, upon application, to re- 
fund school district bonds owned by the per- 
manent school fund or the available school 
fund, when the interest on such bonds is de- 
linquent to the extent that the interest due and 
unpaid and the interest on delinquent interest 
amount to not less than 50 percent of the 
principal of the bonds. 
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IV. Legislative Appropriations from State General Funds 


With the decline in the practice of allocating 
specific amounts or percentages of state tax 
proceeds for school purposes, the states found it 
necessary, as a natural consequence, to replace 
the former allocated taxes with increased ap- 
propriations from state general funds. This 
shift in sources of state school revenue did not 
originate in the five-year period to which this 
bulletin relates. It has taken place gradually 
over a long period of years. An earlier publica- 
tion of the NEA Research Division shows that 
the trend was already well established before 
the war in 1940.' The war and the postwar 
prosperity eras gave it additional impetus, how- 
ever, so that it became more than a mere re- 
placement process. While the amount of state 
aid increased in practically all states, and the 
proportion of total school revenues which came 
from state sources rose from 30.3 to 35.2 per- 
cent,” it is believed, on the basis of incomplete 
data, that the share of all state school reve- 
nues contributed by general fund appropria- 
tions increased from between 60 and 65 per- 
cent * to between 70 and 75 percent,‘ during 
those eras. 

Twenty-five states in 1947-48, as compared 
with fourteen states in 1939-40, provided for 
more than 90 percent of their total aid for 
schools by means of appropriations from their 
general funds. In nine of these states in 1947- 
48, as compared with only two states in 1939- 
40, the schools received the entire amount of 
their aid from the state from this source. 
Schools in thirty-two states in 1947-48 and 
twenty-three states in 1939-40 received 50 per- 

cent or more of state aid from general fund 
appropriations.°® 

The chief advantage in appropriating money 
from state general revenues for schools and 
other state purposes lies in the flexibility that 
this practice lends to the state fiscal system. 





1942 
2 Blose, David T. Statistics of State School Systems, 1946-47. 





























In the midst of rising costs and the EXPansion 
of educational programs not only were a 
creased amounts of money required byt also 
money which would be readily available {,, 
use at points where needs were most urgen; 
One of these points in most states lay jn the 
payment of higher salaries to teachers wh, 
were leaving the teaching profession attracted 95 pers 
by the more liberal compensation offered jy, than 5¢ 
other lines of work. 

At least nine states incorporated require. 
ments for increased general fund appropris. 
tions in newly enacted or revised minimyy 9 50 per 
salary laws or salary schedules for teacher, Me thon 7 
during the 1944-1948 period. Many othe; 
states—at least thirteen—during the sane 
period adopted new or revised school founds. 
tion programs calling for increased aid {o; 
schools from state general funds. For instance. 
the minimum foundation program law of Flor. 
ida enacted in 1945 carried an appropriation 
which was more than double the amounts ap- 
propriated during the previous year. Since 
1945 general fund appropriations for carrying 
out the provisions of this law have increased 
by almost 30 percent. 

To analyze the provisions of new or 
amended teachers salary or foundation program 
laws is not possible within the space of this appro} 
bulletin. The reader will find more detailed BH over ; 
information concerning laws of these types in J sion | 


Nu 


by ele 
of leg 
below. 
compl 
cludec 


previous publications of the NEA Research to-vea 
Division.*® ated < 

Still other states have included in their analy: 
general appropriation laws during the five. appro 


year period covered by this bulletin increased states 
sums from the general revenues of the state passe 
for the support of public schools, without im- speciz 
posing requirements within the appropriation An e 
laws themselves for the use of the money whicl 


appropriated. Legislation of this type passed iy 


1 National Education Association, Research Division, “State School Finance Systems.” Research Bulletin 20: 163; Novembei the ¢ 


947 
Circular No. 255. Washington, D. C.: U. S. Office of 194 


Statistical E 
Education, Federal Security Agency, February 1949. Table 3, p. 2. (Planographed.) tions 
Peer ie se cg naeiggetons 9 dagen orsa follo 


* National 


Education Association, Research Division. School 
series of summaries of the sources and allotment of state school funds.) ( 


ete ee ee Research Division, ibid. 






Finance Systems. 1947-48 edition. (A continually revised 
Planographed. ) 


on Tenure and Academic Freedom. State Minimum Salary Standard for Teachers, A 


National Education Association, Committee 
1908, Washington, D. C.: the Association, 1944. 75 p. National 
December 31, BaF stag Washington, D. C.: 
Research Division. “Statutory Bases of State Foundation 
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Education Association, 
the Association, January 1949. 8 p. (Planographed.) National Education Association, 
Programs for Schools. 






Research Division, State Salary Standards, 
” Research Bulletin 26: 43-99; April 1948. 
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FIGURE I 


WUMBER OF STATES PROVIDING VARIOUS PROPORTIONS OF STATE SCHOOL 
R REVENUES FROM APPROPRIATIONS OF STATE GENERAL FUNDS, 1943 AND 1948 


less than 25 percent 1943 Bagge 


1948 


95 percent but less 1943 
thon 50 percent 


1948 


50 percent but less 
than 75 percent 


1943 pe 


1948 


75 percent or more 


19436 
1948 


Number of states: 0 5 10 


by eleven states furnishes a sample of this type 
of legislation. The list of states, as shown 
below, which passed such legislation is not 
complete, since only those laws could be i 
cluded which show increases in the amounts 
appropriated for the same purpose or purposes 
over a period of years. Many state appropria- 
tion laws are set up in such a way that year- 
to-year comparisons of the amounts appropri- 
ated are possible only on the basis of a detailed 
analysis of these, and in some cases of other, 
appropriation laws. Many, and probably most, 
states in all of the groups mentioned above have 
passed laws appropriating additional sums for 
special phases of their educational programs. 
An example is California where the legislature, 
which has consistently appropriated more for 
schools than the constitution requires, included 
$55,000,000 for state school building aid in 
the amount appropriated for the fiscal years 
1947-48 and 1948-49. Such special appropria- 
tions have not been taken into account in the 
following paragraphs. 


Legislation by States 
Arizona—Laws 1945, Chapter 103, in- 


creased the state per-capita apportionment for 


the fiscal years 1945-46 and 1946-47 from a 


sum equal to $65 per capita of average daily 
[117] 
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so: SS 


35 


attendance in common and high schools during 
the previous year to $65 per 
attendance in common schools 


capita of such 
average daily 
and $95 per capita of such average daily at 
tendance in high schools. 

Laws 1947, Chapter 142, further increased 
the amount of the state school apportionment 
to $95 per capita of the previous year’s avert 
age daily attendance in both common and high 
schools. 

Arkansas—Act 311 of 1945 provided tor 
the distribution to the state public-school fund 
of 54.144 percent of the first $18,100,000 of 
“revenues available for allocation” (in excess 
of $4,500,000) in the state apportionment 
fund, or $9,800,000 ; also $900,000 of the next 


$1,600,000, and $1,100,000 of the next 
$1,700,000. 
Act 114 of 1947 allocated to the state 


public-school fund 53.381 percent of the first 
$28,550,000 of revenues available for alloca- 
tion (in excess of $4,500,000), and 65 percent 
of any such revenues in excess of $33,050,000 
($28,550,000 plus $4,500,000). 
Colorado—Session Laws 1947, 
58, appropriated from any funds in the state 


treasury not otherwise appropriated the sum of 
$2,150,000 to the “reserve for general county 


Chapter 











school funds” for the fiscal years 1947-48 and 
1948-49, and the sum of $6,000,000 for each 
of the same years to the state school equaliza- 
tion fund. Formerly almost all state school 
revenues in Colorado came from state income 
tax proceeds. 

Delaware—Laws 1945, Chapter 23, ap- 
propriated to the state board of education and 
for local and special school districts an aggre- 
gate sum of $4,622,999 for the fiscal year 
1945-46, and $4,728,838 for the fiscal year 
1946-47. 

Laws 1947, Chapter 67, made available 
$5,670,105 for 1947-48 and $5,797,622 for 
1948-49 for the same purposes. 

Idaho—Session Laws 1945, Chapter 190, 
appropriated $3,025,000 from the state gen- 
eral fund to the public-school income fund for 
the school years 1945-46 and 1946-47. 

Session Laws 1947, Chapter 254, increased 
to $8,000,000 the appropriation from the state 
general fund to the public-school income fund 
for the biennium from June 30, 1947 to June 
30, 1949. 

Iowa—Laws 1945, Chapters 133 and 134, 
appropriated $2,000,000 for pupil transporta- 
tion and $1,000,000 for educational equaliza- 
tion, in addition to the $421,450 appropriated 
as state aid for various public-school purposes 
by Chapter 1 (the general appropriation act) 
for each year of the biennium July 1, 1945 to 
June 30, 1947. 

Laws 1947, Chapter 152, appropriated 
$7,500,000 for state aid for public schools in 
each year of the biennium July 1, 1947 to 
June 30, 1949. 


Michigan—Public Acts (first extra ses- 
sion) 1944, No. 14, appropriated $50,000,000 
to the school aid fund for distribution to the 
public schools for each of the years 1944-45 
and 1945-46. Public Acts 1945, No. 319, in- 
creased this annual appropriation to $60,000,- 
000, less the amount of the primary-school in- 
terest fund distribution, the appropriation of 
$3,200,000 for teacher retirement, and reim- 
bursements to counties for salaries of county 
superintendents. 

Public Acts 1947, No. 331, made available 
from the state general fund for distribution to 
school districts in 1947-48 and 1948-49 a sum 
equal to 44.77 percent of state sales tax reve- 
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nues, or $51,705,633.05, in accordance =r ma pai 


Article 10, section 23, of the state constityy,, supP 
Public Acts (extra session) 1948 provide: lim addit 
for an annual appropriation from the gene: Mime pu 
fund to school districts of $70,291,776. Neva 
Mississippi—Laws 1944, Chapter |4 , opriat 
propriated out of any money in the state trex nd to 
ury, not otherwise appropriated, $4,393 7 & hapter 
for the state school per-capita fund and 4 |', neral 
amount for the state school equalizing fund ; e bier 
each of the fiscal years ending June 30. | 94: aint? 
and June 30, 1946. - pa 
Laws 1946, Chapter 4, raised the amoy» “ fs 
of the appropriation from state general rey. a 





nues to the per-capita and equalizing funds ») HR + Acco 
$5,750,000 for each fund in each year « . 
biennium ending June 30, 1948. 

Laws (extra session) 1947, Chapter 3 
vided for an emergency appropriation furthe; 
increasing the amount. available to the pe: 
capita and equalizing funds to $8,250,000 fo; 
each fund for the fiscal year 1947. 

Laws 1948, Chapter 22, appropriate 
$8,750,000 to the per-capita fund and the sany 
amount to the school equalizing fund for ea 
year of the biennium ending June 30, 1948 

Missouri—Laws 1945, H. B. 275, pag 
286, authorized and directed the state audito: 
to set aside one-third of the ordinary stat 
revenue for the year July 1, 1945 to June 3 
1946, for the state public-school moneys fund 
to be used for the support of public school 
H. B. 267, page 227, appropriated for the yea 
July 1, 1945 to June 30, 1946, out of that 
part of the state revenue set aside for the s1 
port of public free schools, a total of at least 
$471,680 for educational purposes other than 
for distribution to the schools. Laws 1945 
page 407, directed the state auditor to transfer 
to the public-school moneys fund one-third of 
the state general revenue to be used for th 
support of public free schools, and appropri 
ated out of that part of the general revenue set 
aside for the support of public schools a total 
of at least $1,072,000,000 for educational pur- 
poses other than for distribution to the schools. 

Laws 1947, H. B. 448, page 35, provided 
for setting aside one-third of the ordinary gen- 
eral revenues in the state treasury for the sup- 
port of public free schools and appropriated 
$1,162,720 of that sum for educational pur- 
poses other than aid to the public schools. H. B. 
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page 200, appropriated $2,500,000 for 
support of public free schools in 1948-49 
addition to the amount appropriated for the 
ime purpose by H. B. 448. 
Nevada—Statutes 1947, Chapter 79, ap- 
opriated $3,000,000 from the state general 
nd to the state school distributive fund and 


hapter 80 appropriated $700,000 from the 
neral fund to the state high-school fund for 
¢ biennium ending June 30, 1949. The 


Sounts together were about four times as 


Z 


eat as the yield of the former 19-cent state 
roperty tax which they replaced.’ 


7 According to J. R. Warren in School Finance Systems 


New York—Laws of 1946, Chapter 562 


appropriated an additional $1,750,000 to cen 
tral schools. 

Laws of 1947, Chapter 7, appropriated 
$32,000,000 for assistance to school districts 
in raising teachers’ salaries under the state 


mandate. Chapter 359 appropriated an addi 
tional $2,000,000 to central schools. 

Laws of 1948, Chapter 116, increased the 
amount of state aid by approximately doubling 
the unit allowance for pupils in all grades in 
districts employing three or more teachers and 
made changes in amount of state aid for other 


districts. 


1947-48 edition 
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V. School Revenue Trends 


The states are now paying more than 35 
percent of total school costs.' This percent has 
risen steadily from 17.2 in 1929-30. During 
the five-year period covered by this bulletin 
current expenditures of state governments for 
elementary and secondary schools increased by 
approximately $340,000,000. Total school 
expenditures by all units of government in- 
creased by about $1,000,000,000 during the 
same period. 

The general trend of government costs in 
the United States has always been upward. 
There are no signs at present of any decisive 
break in this trend. Because of the assumption 
of international obligations, federal expendi- 
tures have remained far above the level at 
which they were expected to stabilize in the 
early postwar years and budget estimates are 
higher for 1949 and 1950 than for 1948. Dur- 
ing the war and postwar periods state and local 
government expenditures have increased con- 
tinuously. 

Of all units of government the states were 
the least hard-pressed during the war years. 
While federal and local governments were 
forced to seek new revenue sources to meet the 
costs of expanding programs, the yields of all 
state taxes increased and state revenues ex- 
ceeded state expenditures thruout the war years 
and the postwar period up to and including 
1947. Revenue surpluses developed in state 
treasuries. In the fiscal year 1948, due in part 
to bonus payments to veterans, state expendi- 
tures slightly exceeded state revenues.” 

With respect to the schools, in spite of the 
$1,000,000,000 increase in expenditures, teach- 
ers’ salaries still compared unfavorably in 1948 
with those which were available in other oc- 
cupations requiring similar qualifications. A 
shortage of qualified teachers which devel- 
oped during the war years still exists altho it 
is somewhat reduced.* Increased capital out- 


a a f lav 
lays will be needed over a period pion ° 


before deficiencies in the school plant, res, 
from wartime neglect, can be remedied +), 
creasing enrolments in the elementa; m 
which will also reach the high schools wy; 
the next decade, will require stil! f\r+| 
pansion of instructional staffs and scho: 

ing accommodations.’ Unquestio: 
states will have to spend more, rather ; 
money for aid to the public schools if the chi 
dren of the nation are to be provided w) 
satisfactory standard of education. 

How much additional state aid \ 
necessary will depend on many factors. 
cluding (a) the degree of responsibility {or sy 
financing of education assumed by the feder 
government in the next few years, ani 
the ability of local-school taxing units to j 
crease their expenditures for schools. ‘I here 
a growing tendency to authorize local goverp. 
ments, formerly almost wholly depend 
the general property tax, to diversify the: 
revenue systems. In 1947 at least 
cities were levying general sales taxes 
three cities had adopted taxes measured | 
gross or net income.® Since 1947 man, 
tional cities have adopted income o: 
taxes. In Pennsylvania alone such taxes wer 
adopted by eighty local governments 
1948.7 This tendency on the part of |: 
ernments toward a fuller realization of 
own tax resources should not be considered 
a replacement of the need for state edu 
aid, however. Where local tax systems 
been diversified, the new taxes have been levied 
as a means of remedying a situation in w! 
local governments were unable to mect the 
own obligations even with the amount of stat 
aid available. 

Local governments vary widely 
amount of their tax resources. To place upon 
them the sole, or even the major responsibilit) 


. elimir 


have 


1 Blose, David T. Statistics of State School Systems, 1946-47. Statistical Circular No. 255: Washington, D. C.: U.S. | 
Education, Federal Security Agency, February 1949. 8 p. (Planographed.) 
2U. S. Department of Commerce, Bureau of the Census. Summary of State Government Finances in 1948. G-St4> > 


Washington, D. C.: the Department, May 1949. p. 4-5. 


* Maul, Ray C. Teacher Supply and Demand in the United States. Report of the 1949 National Teacher Supply an 


Study. Washington, D. C.: National Education Association, 1949. p. 29. 
* National Education Association, Research Division. “School Housing Needs in City School Systems, 1947-48. / 


Bulletin 26: 158-59; December 1948. 
5 Blose, David T., op. cit. 


* Hillhouse, A. M. 1947 Supplement to Where Cities Get Their Money. Chicago: Municipal Finance Officers Association 


p. 7, 13. 


™ Municipal Finance Officers Association. ‘“‘Revenue Trends.’’ Municipal Finance News Letter 24: 2; January 1, 194 
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the support of education would be to re- 
bre the inequalities which state school equali- 
Loa laws in the past few decades have helped 
eliminate. The question is not whether 
re is to be state aid for education but the 
rm which that aid will take. It is a ques- 
whether the educational aid of the 
rure will be in the form of general fund 
ppropriations, or in the form of earmarking 
+ allocating specific tax proceeds for specific 
rposes, OF, as it is often expressed, in the 
rm of state subsidies or grants-in-aid, or in 
e form of shared taxes. 
Some writers advocate the use of shared 
yes as involving less state control over local 
Jycational processes than direct grants or 
propriations from state general funds. It is 
ard to see that this is true if the proceeds 
{ the shared or earmarked taxes are dis- 
ibuted among the localities on the basis of 
, equitable formula. If the proceeds are 
rely returned to the local taxing units in 
proportion to the amount of collections from 
ach, less state control may be involved but in 
uch case local financial inequalities are per- 
petuated. The local units are then spending 
ply their Own revenues raised from their 


1) of 


pwn resources, 


Education is a recognized function of the 
state. It is right for the state to assume the 
responsibility for making available a satis 
factory minimum standard of education to all 
children in all communities. Beyond that mini 
mum standard the rights of local govern- 
ments with respect to their own school pro 
grams should be carefully protected. 

During the five years to which this bulletin 


relates the states levied few new taxes. ‘They 


have newly earmarked the proceeds of even 


fewer taxes for school purposes, yet it is im- 
probable that the earmarking of specific tax 
proceeds for schools wil! be abandoned entirely. 
Fourteen states in 1948 still derived more than 
half of their state school revenues from this 
source. On the other hand, the increasing reli 
ance of the states upon general fund appropria 
tions is a trend which is not likely to reverse 
itself. General fund appropriations provide the 
flexibility necessary to the easy adjustment of 
revenues to expenditure needs. In states where 
the schools are wholly dependent upon general 
fund appropriations for their support, the 
amount of the yearly or biennial appropriations 
should be tied by statute to the needs of ade 
quate school foundation programs. 
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UST as the states of the nation vary in other 

ways, so they differ with respect to their 
programs for supporting public schools. Some 
states have developed and put into practical opera- 
tion state aid plans which appear satisfactory in 
terms of current standards. Other less fortunate 
states, for one reason or another, have made little 
progress. In general, however, the states are moving 
in the direction of improvement from the stand- 


points both of the degree of equalization and the 


adequacy of expenditure level —-GUIDES—+to the 


development of state school finance programs, NEA Com- 
mittee on Tax Education and School Finance. 














